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ADMINISTRATIVE REGULATION REVIEW SUBCOMMITTEE
TENTATIVE AGENDA, SEPTEMBER 9, 2008, at 10:00 a.m., Room 149 Capitol Annex

EDUCATION PROFESSIONAL STANDARDS BOARD
Administrative Certificates
16 KAR 3:050. Professional certificate for instructional leadership - school principal, all grades. (Not Amended After Comments)

FINANCE AND ADMINISTRATION CABINET
Department of Revenue
Forms
103 KAR 3:020. Sales and Telecommunications Forms manual. (Amended After Comments)
103 KAR 3:050. Miscellaneous Taxes Forms manual. (Deferred from August)
Sales and Use Tax; General Exemptions
103 KAR 30:091. Sales to farmers. (Amended After Comments)
Office of Sales and Excise Taxes
103 KAR 31:200. Energy efficiency products.

GENERAL GOVERNMENT CABINET
Kentucky Infrastructure Authority

Continuing Education Requirements

200 KAR 17:090. Guidelines Kentucky Infrastructure Authority Grants from Unobligated Bond Pool Funds.

Licensing Board for Specialists in Hearing Instruments

Board

201 KAR 7:015. Fees. (Written Comments Received)

State Board of Examiners and Registration of Landscape Architects

Board

201 KAR 10:050. Fees.

Kentucky Board of Veterinary Examiners

Board

201 KAR 16:110. Prescriptions and dispensation of drugs for animal use. (Deferred from February)

Board of Nursing

Board

201 KAR 20:410. Expungement of records.

Board of Social Work

Board

201 KAR 23:015. Temporary permission to practice. (Not Amended After Comments) (Deferred from August)

201 KAR 23:070. Qualifying education and qualifying experience under supervision. (Not Amended After Comments) (Deferred from Au-
gust)

PUBLIC PROTECTION CABINET
Kentucky Boxing and Wrestling Authority
Athletic Commission
201 KAR 27:100 & E. General requirements for amateur mixed martial arts shows. ("E" expires 1/11/2009)

GENERAL GOVERNMENT CABINET
Kentucky Board of Certification of Alcohol and Drug Counselors
Board
201 KAR 35:020. Fees.
201 KAR 35:040. Continuing education requirements.
201 KAR 35:050. Curriculum of study.
201 KAR 35:060. Complaint procedure.
201 KAR 35:070. Supervision and work experience.
201 KAR 35:080. Voluntary inactive status.

INDEPENDENT ADMINISTRATIVE BODIES
Kentucky Board of Emergency Medical Services
Board
202 KAR 7:030. Fees of the board.
202 KAR 7:330 & E. Requirements for examination, certification, and recertification of the advanced emergency medical technician. ("E"
expires 1/7/2009)
202 KAR 7:510. Air ambulance services.

TOURISM, ARTS AND HERITAGE CABINET
Department of Fish and Wildlife Resources
Fish
301 KAR 1:201. Recreational fishing limits.
Game
301 KAR 2:082. Transportation and holding of exotic wildlife.
301 KAR 2:132. Elk depredation permits, landowner cooperator permits, and hunts.
301 KAR 2:176. Deer control tags and destruction permits.
301 KAR 2:300. Black bears.
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Wildlife
301 KAR 4:070. Scientific and educational collecting permits.

ENERGY AND ENVIRONMENT CABINET
Department of Environmental Protection
Division of Water

Water Quality

401 KAR 5:010. Operation of wastewater systems by certified operators.

401 KAR 5:012. Repeal of 401 KAR 5:040.

401 KAR 5:052. Requirements applicable to cooling water intake structures for facilities regulated by Section 316(b) of the Clean Water
Act, 33 U.S.C. 1326(b).

401 KAR 5:057. KPDES pretreatment requirements.
Water Wells

401 KAR 6:001. Definitions for 401 KAR Chapter 6. (Amended After Comments)

401 KAR 6:310. Water supply well construction practices and standards. (Amended After Comments)

401 KAR 6:320. Certification of water well drillers. (Amended After Comments)

401 KAR 6:350. Monitoring well construction practices and standards. (Amended After Comments)
Water Quality Certification

401 KAR 9:020. Section 401 Water Quality Certification fees. (Amended After Comments) (Deferred from July)
Certified Operators

401 KAR 11:001. Definitions for 401 KAR Chapter 11.

401 KAR 11:010. Board of certification.

401 KAR 11:020. Standards of professional conduct for certified operators.

401 KAR 11:030. Wastewater treatment and collection operators-classification and qualification.

401 KAR 11:050. Operator certification.

401 KAR 11:060. Certification fees.

JUSTICE AND PUBLIC SAFETY CABINET
Department of Corrections
Office of the Secretary
501 KAR 6:200. Comprehensive sex offender presentence evaluation procedure. (Deferred from August)
Department of Kentucky State Police
General Traffic
502 KAR 15:010 & E. Accident reports. ("E" expires 1/11/2009)
Criminal History
502 KAR 30:060. Dissemination of criminal history record information.
DNA
502 KAR 32:010 & E. Centralized database for DNA identification records. ("E" expires 12/28/2008)

TRANSPORTATION CABINET
Department of Vehicle Regulation
Driver Improvement
601 KAR 13:070. KRS 159.051. Compliance verification for a minor. (Amended After Comments) (Deferred from January)

EDUCATION AND WORKFORCE DEVELOPMENT CABINET
Kentucky Board of Education
Department of Education

School Terms, Attendance and Operation

702 KAR 7:065. Designation of agent to manage high school interscholastic athletics. (Not Amended After Comments) (Deferred from
May)

702 KAR 7:130 & E. Approval of innovative alternate school calendars. ("E" expires 12/13/2008)
Archives

725 KAR 1:030. Scheduling public records for retention and disposal; procedures.

Department for Workforce Development

Unemployment

787 KAR 1:190. Recoupment and recovery.

787 KAR 2:020. Confidentiality of records of the office of employment and training.

LABOR CABINET
Department of Workers' Claims
Workers' claims
803 KAR 25:089 & E. Workers' compensation medical fee schedule for physicians. ("E" expires 12/28/2008)
803 KAR 25:091 & E. Workers' compensation hospital fee schedule. ("E" expires 12/28/2008)

PUBLIC PROTECTION CABINET
Department of Insurance
Health Insurance Contracts
806 KAR 17:180 & E. Standard health benefit plan. ("E" expires 1/11/2009)
806 KAR 17:310. Prompt payment of claims reporting requirements.
806 KAR 17:360. Prompt payment of claims.
806 KAR 17:370. Standardized health claim attachments.
Horse Racing Authority
Thoroughbred Racing
810 KAR 1:012. Horses.
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810 KAR 1:015. Claiming races. (Not Amended After Comments) (Deferred from May)
810 KAR 1:025. Licensing thoroughbred racing.

Harness Racing
811 KAR 1:070. Licensing standardbred racing

CABINET FOR HEALTH AND FAMILY SERVICES
Office of Health Policy
Certificate of Need
900 KAR 6:050 & E. Certificate of need administrative regulation. ("E" expires 10/26/08) (Not Amended After Comments)
Office of the Secretary
E-Health
900 KAR 7:020. Kentucky e-Health Corporation. ("E" expired 3/16/08) (Deferred from December)
Department of Public Health
Food and Cosmetics
902 KAR 45:150. School sanitation.
Office of Inspector General
Controlled Substances
902 KAR 55:030. Schedule IV substances. (Not Amended After Comments)
Department for Medicaid Services
Medicaid Services
907 KAR 1:026. Dental services.
907 KAR 1:626. Reimbursement of dental services.
907 KAR 1:825 & E. Diagnosis-related group (DRG) inpatient hospital reimbursement. ("E" expires 12/13/2008)
907 KAR 1:911E. Repeal of 907 KAR 1:013. ("E" expires 12/13/2008)
Payment and services
907 KAR 3:205. Hemophilia treatment reimbursement and coverage via the 340B Drug Pricing Program.
Department for Community Based Services
Child Welfare
922 KAR 1:360 & E. Private child care placement, levels of care, payment. (“"E" expires 12/27/2008)

MOVED TO OCTOBER 2008 AGENDA DUE TO DEFERRAL OR RECEIPT OF COMMENTS

ENERGY AND ENVIRONMENT CABINET
Department of Environmental Protection
Division of Water
Water Quality Standards
401 KAR 10:001 & E. Definitions for 401 KAR Chapter 10. ("E" expires 12/9/2008) (Comments Received)
401 KAR 10:026. Designation of uses of surface waters. (Comments Received)
401 KAR 10:029. General provisions. (Comments Received)
401 KAR 10:030. Antidegradation policy implementation methodology. (Comments Received)
401 KAR 10:031. Surface water standards. (Comments Received)
Division for Air Quality
General Administrative Procedures
401 KAR 50:066. Conformity of transportation plans, programs, and projects. (Hearing/Written Comments)

CABINET FOR HEALTH AND FAMILY SERVICES
Department for Medicaid Services
Medicaid Services
907 KAR 1:015. Payments for outpatient hospital services. (Written Comments Received)
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ADMINISTRATIVE REGULATION REVIEW PROCEDURE - OVERVIEW
(See KRS Chapter 13A for specific provisions)

Filing and Publication

Administrative bodies shall file with the Regulations Compiler all proposed administrative regulations, public hearing and comment period
information, regulatory impact analysis and tiering statement, fiscal note, federal mandate comparison, and incorporated material information.
Those administrative regulations received by the deadline established in KRS 13A.050 shall be published in the Administrative Register.

Public Hearing and Public Comment Period

The administrative body shall schedule a public hearing on proposed administrative regulations which shall not be held before the 21st
day or later than the last workday of the month of publication. Written comments shall also be accepted until the end of the calendar month in
which the administrative regulation was published.

The administrative regulation shall include: the place, time, and date of the hearing; the manner in which persons may submit notification
to attend the hearing and written comments; that notification to attend the hearing shall be sent no later than 5 workdays prior to the hearing
date; the deadline for submitting written comments; and the name, position, address, and telephone and fax numbers of the person to whom
notification and written comments shall be sent.

The administrative body shall notify the Compiler, by phone and letter, whether the hearing was held or cancelled and whether written
comments were received. If the hearing was held or written comments were received, the administrative body shall file a statement of consid-
eration with the Compiler by the fifteenth day of the calendar month following the month of publication.

A transcript of the hearing is not required unless a written request for a transcript is made, and the person requesting the transcript shall
have the responsibility of paying for same. A recording may be made in lieu of a transcript.

Review Procedure

After the public hearing and public comment period processes are completed, the administrative regulation shall be reviewed by the Ad-
ministrative Regulation Review Subcommittee at its next meeting. After review by the Subcommittee, the administrative regulation shall be
referred by the Legislative Research Commission to an appropriate jurisdictional committee for a second review. The administrative regulation
shall be considered as adopted and in effect as of adjournment on the day the appropriate jurisdictional committee meets or 30 days after
being referred by LRC, whichever occurs first.
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EMERGENCY ADMINISTRATIVE REGULATIONS FILED AS OF NOON, AUGUST 15, 2008

STATEMENT OF EMERGENCY
31 KAR 4:140E

The Uniformed and Overseas Citizens Absentee Voting Act, 42
U.S.C. 1973ff-1, allows the Department of Defense Federal Voting
Assistance Program to implement a system by which deployed
military and overseas citizens may expedite the absentee voting
process using existing online technology. The State Board of Elec-
tions received notification of the initiation of the server on July 14,
2008. This emergency amendment to the administrative regulation
must be placed into effect immediately to apply to the general elec-
tion and to not interfere with the constitutional right to vote of
members of the military and overseas citizens. This amendment to
the administrative regulation updates the forms necessary to carry
out the procedures established by this administrative regulation.
The reasons why an ordinary amendment to the administrative
regulation is not sufficient: An ordinary amendment to the adminis-
trative regulation is not sufficient because it may not be effective
until after the general election or until after absentee voting has
begun for the general election, and may interfere with the constitu-
tional right to vote of members of the military and overseas citi-
zens. This emergency administrative regulation shall be replaced
by an ordinary administrative regulation filed with the Regulations
Compiler. The ordinary administrative regulation is identical to this
emergency administrative regulation.

STEVE BESHEAR, Governor
TREY GRAYSON, Chairman

KENTUCKY STATE BOARD OF ELECTIONS
(Emergency Amendment)

31 KAR 4:140E. Submitting a Federal Post Card Applica-

tion _and absentee ballot request electronically.[Submitting
.

abse_ tee b_a ot-apphcations—to—the Department of Defe _]Se

RELATES TO: KRS 116.995, 117.079, 117.085, 117.995
119.265, 369.107, and 42 U.S.C. 1973

STATUTORY AUTHORITY: KRS 117.015(1)(a), 117.079, 42
U.S.C. 1973ff-1

EFFECTIVE DATE: August 8, 2008

NECESSITY, FUNCTION, AND CONFORMITY: KRS
117.015(1) authorizes the State Board of Elections to promulgate
administrative regulations necessary to properly carry out its du-
ties. KRS 117.079 requires the board to promulgate necessary
administrative regulations to preserve the absentee voting rights of
residents of Kentucky who are military personnel serving on active
duty outside the United States and other residents of Kentucky
residing outside the United States, as circumstances warrant and
with the concurrence of the Attorney General. The Uniformed and
Overseas Citizens Absentee Voting Act (UOCAVA), 42 U.S.C.
1973ff, authorizes the Department of Defense to implement a vot-
ing[an-interim-veting] assistance system for the purposes of expe-
diting the absentee voting process for deployed members of the
Armed Forces of the United States using existing [e-
mailltechnology. This administrative regulation implements a pro-

eligible to vote and is a military personnel serving on active duty
outside the United States and other residents of Kentucky residing
outside the United States.[deployed-member-of-the-Armed-Forces
ofthe-U-S:]

(5) "Voter verification sheet" means the SBE 46A, the form the
registered voter signs and the voter assistance oath.

Section 2. Any county clerk’s office that has online capabilities
shall follow the process established by this administrative regula-
tion in administering the Department of Defense’s system through
FVAP for the electronic transmission of Federal Post Card Applica-
tions and absentee ballot requests.

Section 3. Processing a Completed Application electronical-
_y[by—Eteetremc—Maﬂ] (1) If notification of a voter's[the] absentee
ballot application is received electronically from FVAP[by-electronic
mail-from—VAS] less than seven (7) days before the applicable
election, the county clerk shall not process the application.

(2) If notification of a voter's[the] completed absentee ballot
application is received electronically from FVAPJ
from-VAS] not less than seven (7) days before the election, then
the county clerk shall affix his or her seal to the absentee ballot
application.

(3) The county clerk shall then verify the voter's eligibility. If the
voter is eligible to vote in the current election, then the county clerk
shall prepare an electronic copy, in a manner prescribed by
FVAP [Pertable-Document-Format(PBF)] of the original absentee
ballot. The original absentee ballot is then marked "Electronically
Sent to FVAP[Mailed-to-IVAS]" and retained.

(4) The original absentee ballot shall not be reused. The elec-
tronic copy of the original absentee ballot shall be sent electronical-

ly to FVAP[by-electronic-mail-toVAS], along with the Instructions

to voter sheet and the voter verification sheet.

Section 4.[Seetion—3:] Voter’s Instructions on Completing an
Electronic Absentee Ballot Received From FVAP[IMAS]. (1) When
a voter receives an absentee ballot electronically from FVAP[by
electronic-mail], the voter shall print the absentee ballot, mark the
absentee ballot and seal it in an inner envelope.

(2) The voter shall then complete and sign the Voter Verifica-
tion Sheet. If the voter requires assistance, the person rendering
assistance shall complete the voter assistance section on the voter
verification sheet.

(3) The voter shall print his or her name, voting address and
precinct number on the back of the outer envelope as found on the
voter verification sheet. The voter shall then seal the voter verifica-
tion sheet and the inner envelope containing the absentee ballot in
an outer envelope. The voter shall then sign across the back flap of
the outer envelope. The voter shall print "Absentee Ballot" on the
front of the outer envelope, but shall not obstruct the address area.

(4) The voter shall mail the envelope to the appropriate county
clerk. The absentee ballot shall be required to be received, by 6

p.m. local time on Election Dayl[election-day], to the county clerk
through the mail in order to be counted.

Section 5. If any person has knowledge of a failure to execute
the duties established by this administrative regulation, the person

cess for local elections officials to participate in the Department of

shall contact the State Board of Elections or the Attorney General's

Defenses's system[P/AS].

Section 1. Section 1. Definitions. (1) "Absentee ballot applica-
tion" means the Federal Post Card Application, Standard Form 76,
electronically sent to the county clerk from FVAP[mailed-to-the

(2) "EVAP" means the Federal Voting Assistance Program, an
office within the Department of Defense responsible for administer-

ing UOCAVA.
(3) "Instructions to voter sheet" means the "Instructions for

Office to make a complaint of a violation in accordance with KRS
116.995, 117.995(2), or 119.265.

Section 6.[Seetion—4-] Incorporation by Reference. (1) The
following material is incorporated by reference:

(a) "Federal Post Card Application”, Standard Form 76 (Rev.
10-2005);

(b) SBE 46A - "Instructions for Voting to a Qualified Kentucky
Resident Who Has Been Faxed or Electronically Sent an Absentee

Ballot" (Auqust 2008 ednmn)[SBEM—“lnstrueﬂens#er—Veﬂng%

Voting to a Qualified Kentucky Resident Who Has Been Faxed or
Electronically Sent an Absentee Ballot," SBE 46A.["AS“means
; - - ]

(4) "Registered voter" means a resident of Kentucky who is

]; and
(c) SBE 46B - "Voter Verification Sheet" (December 2005 edi-
tion).[]
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(2) This material may be inspected, copied, or obtained, sub-
ject to applicable copyright law, at the Offices of the State Board of
Elections, 140 Walnut Street, Frankfort, Kentucky 40601, Monday
through Friday, 8 a.m. to 4:30 p.m.

TREY GRAYSON, Chair
JACK CONWAY , Attorney General

APPROVED BY AGENCY: August 7, 2008

FILED WITH LRC: August 8, 2008 at 2 p.m.

CONTACT PERSON: Kathryn H. Gabhart, General Counsel,
Kentucky State Board of Elections, 140 Walnut Street, Frankfort,
Kentucky 40601, phone (502)573-7100, fax (502) 573-4369.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: Kathryn H. Gabhart

(1) Provide a brief narrative summary of:

(&) What this administrative regulation does: This administra-
tive regulation implements the process by which Kentucky counties
shall participate in the Department of Defense Federal Voting As-
sistance Program online absentee ballot server. This server will
help to expedite the absentee voting process for military personnel
serving on active duty outside the United States and other resi-
dents of Kentucky residing outside the United States, using exist-
ing electronic technology. This is a federal initiative under the Uni-
formed and Overseas Citizens Absentee Voting Act, 42 U.S.C.
1973ff-1.

(b) The necessity of this administrative regulation: This regula-
tion is necessary to further the aims of the Uniformed and Over-
seas Citizens Absentee Voting Act, KRS 117.079, and 117.085, to
preserve the absentee voting rights of military personnel serving on
active duty outside the United States and other residents of Ken-
tucky residing outside the United States.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 117.015(1) and 117.079 authorize
the Board to promulgate administrative regulations governing the
absentee voting process for military personnel serving on active
duty outside the United States and other residents of Kentucky
residing outside the United States.

(d) How this administrative regulation will assist in the effective
administration of the statutes: This administrative regulation pro-
vides another option for and expedites the absentee voting process
for military personnel serving on active duty outside the United
States and other residents of Kentucky residing outside the United
States. Such persons may have little notice of their location on
election day or during the days of absentee voting and the regular
delays in the mail service make it impractical to follow the normal
methods for absentee voting.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief narrative summary of:

(a) How the amendment will change the existing administrative
regulation: This amendment updates the most recent version the
Instructions for Voting to a Qualified Kentucky Resident Who Has
Been Faxed an Absentee Ballot Sheet, SBE 46A, and opens up
the regulation to serve not only deployed military, but also their
dependents and other Kentucky residents living overseas.

(b) The necessity of the amendment to this administrative
regulation: This amendment is necessary to provide an expedited
absentee voting process to military personnel serving on active
duty outside the United States and other residents of Kentucky
residing outside the United States.

(c) How the amendment conforms to the content of the author-
izing statutes: This amendment conforms to the content of the
authorizing statutes by opening up the regulation to serve not only
deployed military, but also their dependents and other Kentucky
residents living overseas, in accordance with KRS 117.079 and 42
U.S.C. 1973ff-1.

(d) How the amendment will assist in the effective administra-
tion of the statutes: This amendment will provide the most reliable
and convenient method in which military personnel serving on
active duty outside the United States and other residents of Ken-
tucky residing outside the United States can vote by absentee
ballot.

(3) List the type and number of individuals, businesses, organi-

zations, or state and local governments affected by this administra-
tive regulation: All eligible voters who are military personnel serving
on active duty outside the United States and other residents of
Kentucky residing outside the United States and all county clerks in
counties that have online capabilities to enter the Department of
Defense Federal Voting Assistance Program server. There are
approximately ninety-six (96) counties that have the capability of
entering the system.

(4) An assessment of how the above group or groups will be
impacted by either the implementation of this administrative regula-
tion, if new, or by the change if it is an amendment to an existing
administrative regulation: The county clerks will have to establish a
link to the Federal Voting Assistance Program’s website, a user ID,
and password to participate in the program. The county clerks will
receive an email notification when there is activity on their account,
such as the notification of a completed FPCA by a voter or a re-
guest for an absentee ballot. The county clerks and the voters who
are members of the Armed Forces deployed overseas or overseas
citizens will benefit from the expedited absentee voting process
established by this administrative regulation.

(5) Estimate how much it will cost to implement this administra-
tive regulation:

(a) Initially: The costs for the program are minimal and already
included in the existing budget of these entities.

(b) On a continuing basis: The counties will only participate in
the program beginning in August of each year a federal election
occurs and until the November General Election of that year.
Therefore, the costs will be minimal.

(6) The source of funding to be used for the implementation
and enforcement of this administrative regulation: The costs must
be borne by the counties. The counties are paid a per precinct
reimbursement from the state general fund pursuant to KRS
117.345 for election expenses. The costs for the program are min-
imal and already included in the existing budget of these entities.

(7) Assessment of whether an increase in fees or funding will
be necessary to implement this administrative regulation: No in-
crease in fees or funding is necessary to implement this adminis-
trative regulation.

(8) State whether or not this administrative regulation estab-
lishes any fees or directly or indirectly increases any fees: No fees
are or will be established by this administrative regulation.

(9) TIERING: Is tiering applied? Tiering was not applied be-
cause this administrative regulation applies equally to all citizens.

FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

(1) Does this administrative regulation relate to any aspect of a
local government, including any service provided by that local gov-
ernment: Yes

(2) State what unit, part, or division of local government this
administrative regulation will affect: All county clerks’ offices that
have electronic online capabilities to enter the Department of De-
fense FVAP server. There are ninety-six (96) counties that have
online capabilities. State the aspect or service of local government
to which this administrative regulation relates: the conduct of elec-
tions and absentee voting.

(4) Estimate the effect of this administrative regulation on the
expenditures and revenues of a local government for the first full
year the administrative regulation is to be in effect. If specific dollar
estimates cannot be determined, provide a brief narrative to ex-
plain the fiscal impact of the administrative regulation:

(a) Revenues: This administrative regulation will not generate
any revenues for the local governments.

(b) Expenditures: The costs associated with this administrative
regulation are minimal and are subsumed in a county’s existing
election costs.

(c) Other Explanation: N/A

FEDERAL MANDATE ANALYSIS COMPARISON

(1) Federal statute or regulation constituting the federal man-
date: 42 U.S.C. 1973ff-1, the Uniformed and Overseas Citizen
Absentee Voting Act.

(2) State compliance standards: KRS 117.015(1) and 117.079
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authorize the Board to promulgate administrative regulations gov-
erning the absentee voting process for Kentucky residents who are
military personnel serving on active duty outside the United States
and other Kentucky residents living outside of the United States.

(3) Minimum or uniform standards contained in the federal
mandate: This administrative regulation implements procedures for
Kentucky counties to follow to participate in the Department of
Defense Federal Voting Assistance Program server to expedite the
absentee voting process for military personnel serving on active
duty outside the United States and other residents of Kentucky
residing outside the United States, using existing online technolo-
gy. This is a federal initiative under the Uniformed and Overseas
Citizens Absentee Voting Act, 42 U.S.C. 1973ff-1.

(4) Will this administrative regulation impose stricter require-
ments, or additional or different responsibilities or requirements,
than those required by the federal mandate? This administrative
regulation does not impose stricter requirements or additional or
different responsibilities or requirements than those required by the
federal mandate.

(5) Justification for the imposition of the stricter standard, or
additional or different responsibilities or requirements: Not applica-
ble.

STATEMENT OF EMERGENCY
101 KAR 2:066E

This emergency amendment codifies and ensures that all
agencies in the Executive Branch will immediately implement Vet-
erans’ Preference in state hiring. The previous method of awarding
Veterans’ Preference was to provide an additional five (5) points to
a veteran’s selection method score, pursuant to KRS 18A.150.
However, on May 16, 2008, with the support of all agencies, the
Personnel Cabinet eliminated the testing selection method. There-
fore, there is no system of Veterans’ Preference in operation at this
time. This emergency amendment is necessary to ensure that
veterans and their families continue to receive the preference they
have earned through their dedicated military service and sacrifice,
and the emergency regulation must be put into effect immediately.
Further, this emergency amendment is necessary to comply with
the spirit and intent of KRS 18A.150. An ordinary amendment to
the administrative regulation is not sufficient as there is an immedi-
ate need for agencies to comply and implement the system of Vet-
erans’ Preference. The emergency amendment will be replaced by
an ordinary amended administrative regulation. The ordinary ad-
ministrative regulation was filed with the Regulations Compiler on
July 18, 2008.

STEVEN L. BESHEAR, Governor
NIKKI JACKSON, Secretary
DANIEL F. EGBERS, Executive Director

PERSONNEL CABINET
(Emergency Amendment)

101 KAR 2:066E. Certification and selection of eligibles for
appointment.

RELATES TO: KRS 18A.030(2), 18A.110(1)(b), (7), 18A.150,
18A.165

STATUTORY AUTHORITY: KRS 18A.030(2), 18A.110(1)(b),
™

EFFECTIVE DATE: July 18, 2008

NECESSITY, FUNCTION, AND CONFORMITY: KRS
18A.110(1)(b) and (7) requires the Secretary of Personnel to
promulgate administrative regulations which govern the establish-
ment of eligibility lists for appointment, and for consideration for
appointment of persons whose scores are included in the five (5)
highest scores on the examination. This administrative regulation
establishes the requirements for certification and selection of eligi-
bles for appointment.

Section 1. Request for Certification of Eligibles. To fill a vacant
position in the classified service that is not filled by lateral transfer,

reinstatement, reversion or demotion, the appointing authority shall
submit a request for a register to the secretary. The request shall:

(1) Be for one (1) or more positions in the same:

(a) Class; or

(b) County;

(2) Indicate:

(a) The number and identity of the positions to be filled;

(b) The title of the job classification for each position; and

(c) Other pertinent information which the appointing authority
and the secretary deem necessary; and

(3) Be made by the appointing authority as far in advance as
possible of the date the position is to be filled.

Section 2. Certification of Eligible Applicants. (1) Upon receipt
of a request for a register, the secretary shall certify and submit to
the appointing authority the names of eligible applicants for the
position who have applied.

(a) If one (1) position is involved, the secretary shall certify the
names of:

1. Each applicant who:

(a) Applied for the vacant position; and

(b) If it is a tested position, has a score in the highest five (5)
scores earned through the selection method; and

2. All internal mobility candidates who are eligible and have
applied for the vacant position.

(b) If more than one (1) vacancy is involved, the secretary may
certify sufficient additional names for the agency's consideration in
filling the total number of vacancies.

(c) Each appointment shall be made from:

1. The internal mobility candidate listing of eligible applicants
who have applied for the vacant position; or

2. The eligible applicants with the five (5) highest scores who
have applied for the vacant position, if applicable.

(2) The life of a certificate during which action may be taken
shall be ninety (90) days from the date of issue unless otherwise
specified on the certificate. An appointment made from the certifi-
cate during that time shall not be subject to a change in the condi-
tion of the register taking place during that period.

Section 3. Veterans’ Preference. (1) Upon request of a regis-
ter, the secretary shall identify on the reqister certificate and submit
to the appointing authority the names of eligible applicants, includ-
ing internal mobility candidates, who have applied for the position
and are entitled to Veterans’ Preference.

(2) The employing cabinet or agency shall offer an interview to
at least five (5) of the individuals identified on the register certifi-
cate who qualify for Veterans’ Preference.

(3) If there are fewer than five (5) individuals identified on the
register certificate who qualify for Veterans’ Preference, the em-
ploying cabinet or agency shall offer an interview to all individuals
identified on the register certificate who qualify for Veterans’ Pref-
erence.

(4) If an individual entitled to Veterans’ Preference has been
interviewed for a job vacancy in the same classification, the same
work county, and by the same employing agency within the pre-
ceding six (6) months, the agency is not required to offer that indi-
vidual an interview.

(5) The following individuals will qualify for Veterans’ Prefer-
ence, once appropriate documentation is submitted and approved
by the secretary:

(a) Any person who has served in the active military, military
reserves, or National Guard and was discharged or released with
an Honorable Discharge, Discharge Under Honorable Conditions,
or a General Discharge;

(b) Any current member of the active military, military reserves,
or National Guard;

(c) The spouse of a veteran who served in the active military,
military reserves, or National Guard if:

1. The veteran was discharged or released with an Honorable
Discharge, Discharge Under Honorable Conditions, or a General

Discharge; and
2. The veteran has a service-connected disability which dis-
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qualifies him/her from performing the duties of a position in the
veteran’s usual occupation at the time the spouse’s application is
filed;

(d) A parent totally or partially dependent on a person who has
served in the active military, military reserves, or National Guard
and who:

1. Lost his or her life under honorable conditions while on ac-
tive duty or active duty for training purposes; or

2. Became permanently and totally disabled as a result of a
disability sustained during such service; and

(e) The surviving spouse of a person who has served in the
active military, military reserves, or National Guard who was dis-
charged or released with an Honorable Discharge, Discharge Un-
der Honorable Conditions, or a General Discharge.

1. The surviving spouse is entitled to Veterans’ Preference until
the date of remarriage.

2. The surviving spouse is not entitled to Veterans’ Preference
if circumstances surrounding the death of the veteran would have
been cause for an Other Than Honorable Discharge.

Section 4. Preferred Skills Questions. (1) The secretary shall
approve a list of preferred skills questions to assist in the determi-
nation of an applicant’s qualifications and availability for a job va-
cancy.

(2) The appointing authority may identify preferred skills ques-
tions from the approved list of questions which relate to the specific
job classification. The appointing authority may request that an
applicant answer those preferred skills questions when submitting
an Application for Employment. After an appointing authority has
received a register, the appointing authority may consider the an-
swers to the preferred skills questions to assist in applicant selec-
tion.

Section 5.[4:] Selection. The appointing authority shall report to
the secretary the recommended candidate for appointment.

NIKKI JACKSON, Secretary

APPROVED BY AGENCY: July 18, 2008

FILED WITH LRC: July 18, 2008 at 4 p.m.

CONTACT PERSON: Daniel F. Egbers, Office of Legal Ser-
vices, 501 High Street, 3rd Floor, Frankfort, Kentucky 40601,
phone (502) 564-7430, fax (502) 564-0224.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact person: Daniel F. Egbers

(1) Provide a brief summary of:

(@) What this administrative regulation does: This regulation
establishes the requirements for certification and selection of eligi-
bles for appointment.

(b) The necessity of this administrative regulation: This regula-
tion is necessary for the effective and proper certification and se-
lection of eligible applicants for appointment to state positions.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 18A.030 allows the secretary to
promulgate comprehensive administrative regulations consistent
with the provisions of KRS Chapters 13A and 18A.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This regulation
currently establishes the requirements for certification and selec-
tion of eligibles for appointment.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: The amendment implements and codifies the system of
Veterans’ Preference in state hiring. The amendment is necessary
to reward veterans and certain family members for hardship en-
dured and to recognize the economic loss suffered while serving
our Nation in uniform.

(b) The necessity of the amendment to this administrative
regulation: The amendment to this administrative regulation is
necessary, as there currently is no system in place which provides
for Veterans’ Preference in state hiring. The practice of providing
veterans an additional opportunity to be interviewed and consid-

ered for state employment should be promoted and adhered to by
all agencies. This amendment must be codified to comply with the
spirit of KRS 18A.150, which is the statutorily mandated system of
preferring veterans by awarding additional points in pre-
employment tests. However, with the elimination of tests as criteria
for selection, this regulation is necessary to comply with the spirit
and goal of KRS 18A.150.

(c) How the amendment conforms to the content of the author-
izing statutes: This amendment complies with KRS 18A.030(2),
18A110.(1)(b) and (7). In addition, it conforms with KRS 18A.150,
which is the statutory authority currently in place for implementa-
tion of a system of Veterans’ Preference.

(d) How the amendment will assist in the effective administra-
tion of the statutes: The amendment will provide the guidelines by
which the Personnel Cabinet shall clearly identify and supply to
employing agencies and cabinets the individuals who are entitled
to receive Veterans’ Preference, as well as codify the process by
which Veterans’ Preference will be implemented in state hiring.
This clarifies the process by which KRS 18A.150 will be effectuat-
ed.

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: Veteran applicants for state employment, the Per-
sonnel Cabinet and all Executive Branch agencies are affected by
this amendment.

(4) Provide an analysis of how the entities identified in question
(3) will be impacted by either the implementation of this administra-
tive regulation, if new, or by the change, if it is an amendment,
including:

(a) List the actions that each of the regulated entities identified
in question (3) will have to take to comply with this administrative
regulation or amendment: Veteran applicants are required to sub-
mit documentation which verifies their veteran status. The Person-
nel Cabinet is responsible for notifying the appointing authority of
an individual who is entitled to Veterans’ Preference, and shall
indicate this qualification on the register certificate. Employing
agencies are required to then offer an interview to a set number of
individuals who are entitled to receive Veterans’ Preference.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): There is no additional cost to each of the entities identified
in question (3).

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): It is proper and fitting that the
Commonwealth of Kentucky assist those who forfeited their career
opportunities and suffered economic loss while providing military
service. Kentucky will be encouraging the practice of hiring veter-
ans and employing veterans in the state workforce, which is bene-
ficial for the Commonwealth as well as the individual veterans.

(5) Provide an estimate of how much it will cost to implement
this administrative regulation:

(a) Initially: This regulation, as amended, is not anticipated to
generate any new or additional costs.

(b) On a continuing basis: This regulation, as amended, is not
anticipated to generate any new or additional costs.

(6) What is the source of the funding to be used for the imple-
mentation and enforcement of this administrative regulation: This
regulation, as amended, is not anticipated to generate any new or
additional costs. However, if any costs are associated with this
amendment, the costs will be born by the Personnel Cabinet.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
tion, if new, or by the change if it is an amendment: This regulation,
as amended, is not anticipated to generate any new or additional
fees or funding.

(8) State whether or not this administrative regulation estab-
lished any fees or directly or indirectly increased any fees: This
regulation, as amended, is not anticipated to generate any new or
additional fees.

(9) TIERING: Is tiering applied? Tiering does not apply be-
cause all classes are treated the same under this regulation.
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FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire departments, or school districts) will
be impacted by this administrative regulation? All state agencies
with employees covered under KRS Chapter 18A.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation. KRS 18A.030 (2), 18A.110 (1)(b) and (7), and 18A.150.

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of a state or local government agency
(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect.

(@) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? No revenue
will be generated.

(b) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for subsequent years? No
revenue will be generated.

(c) How much will it cost to administer this program for the first
year? There are no estimated additional costs to administer the
Veterans’ Preference program.

(d) How much will it cost to administer this program for subse-
quent years? There is no estimated cost in the administration of
the Veterans Preference program.

STATEMENT OF EMERGENCY
200 KAR 5:390E

This emergency administrative regulation is being promulgated
in order to provide Kentucky taxpayers the forms and information
necessary to comply with Kentucky tax laws. This administrative
regulation must be filed as soon as possible in order to provide
administrative guidance to vendors of the requirement to register
for a sales and use tax number in order to obtain a contract to
supply goods and services to the Commonwealth as required by
2008 Ky Acts ch. 43, Sec. 1. An ordinary regulation is not sufficient
because vendors and other related parties need this information in
order to submit the proper information with bid documents to com-
ply with the July 15, 2008 effective date of the legislation. This
emergency administrative regulation shall be replaced by an ordi-
nary administrative regulation which is being filed with the Regula-
tions Compiler along with this emergency administrative regulation.
The ordinary administrative regulation is identical to this emergen-
cy administrative regulation.

STEVEN L. BESHEAR, Governor
JONATHAN MILLER, Secretary

FINANCE AND ADMINISTRATION CABINET
Office of the Secretary
(New Emergency Administrative Regulation)

200 KAR 5:390E. Registration to collect Kentucky sales
and use tax.

RELATES TO: 2008 Ky Acts. ch. 43 Sec. 1, KRS Chapter 139

STATUTORY AUTHORITY: 2008 Ky Acts. ch. 43 Sec. 1

EFFECTIVE DATE: July 17. 2008

NECESSITY, FUNCTION, AND CONFORMITY: 2008 Ky.
Acts. Ch. 43 Sec. 1 requires a person contracting with the Com-
monwealth to register with the Department of Revenue to collect
and remit the sales and use tax imposed by KRS Chapter 139, and
authorizes the secretary of the Finance and Administration Cabinet
to promulgate administrative regulations to establish the procedure
for ensuring compliance with this requirement. This administrative
regulation establishes the procedure for ensuring compliance.

Section 1. (1) Any person awarded a contract with the Com-
monwealth to provide goods or services subject to sales and use
tax pursuant to KRS 139.200 shall submit to the contracting agen-
cy:

(a) A copy of Form 51A101 Kentucky Sales and Use Tax Per-
mit, which is incorporated by reference in 103 KAR 3:020, for the
person and each of its affiliates if they are registered with the De-
partment of Revenue to collect and remit the sales and use tax
imposed by KRS Chapter 139; or

(b) Form 10A100, Kentucky Tax Registration application, which
is incorporated by reference in 103 KAR 3:010, for the person and
each of its affiliates, if not registered; and

(c) Form 10A105, State Vendor Eligibility Request Form for the
person and each of its affiliates.

(2) The time frame for submission of the documentation re-
quired in subsection 1 of this section shall be set by the contracting
agency in the bid documents.

(3) If a vendor is not registered but an application for registra-
tion is made, the Commonwealth may grant a conditional award of
contract while the application is being processed.

(4) The vendor and each of its affiliates shall remain registered
for the duration of any contract awarded.

Section 2. Failure to submit the required documentation or to
remain registered and in compliance with the sales and use tax
filing and remittance requirements of KRS 139.540 and 139.550
throughout the duration of the contract shall constitute a material
breach of the contract and the contract may be terminated.

Section 3. Incorporation by Reference. (1) Form 10A105,
"State Vendor Eligibility Request Form", July 2008, is incorporated
by reference.

(2) This material may be inspected, copied, or obtained subject
to applicable copyright law, at the Department of Revenue, 501
High Street, Frankfort, Kentucky 40601, Monday through Friday, 8
a.m.to5 p.m.

JONATHAN MILLER, Secretary

APPROVED BY AGENCY: July 15, 2008

FILED WITH LRC: July 17, 2008 at 3 p.m.

CONTACT PERSON: Angela C. Robinson, Staff Assistant,
Finance and Administration Cabinet, Room 093 Capitol Annex,
Frankfort, Kentucky 40601, phone (502) 564-8649, fax (502) 564-
3894.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: Angela C. Robinson, (502) 564-8649

(1) Provide a brief summary of:

(a) What this administrative regulation does: Provides guid-
ance for the registration process required by HB 609 enacted dur-
ing the 2008 General Assembly.

(b) The necessity of this administrative regulation: To ensure
compliance with HB609 and to inform possible vendors of the re-
quirement to register for a sales and use tax number in order to
obtain a contract to supply goods and services to the Common-
wealth.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 131.130(1) authorizes the De-
partment of Revenue to promulgate administrative regulations
necessary for the administration and enforcement of all tax laws in
Kentucky.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This new regu-
lation provides additional guidance on the forms that must be sub-
mitted with the bid documents in order to be considered for state
contract awards.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: N/A

(b) The necessity of the amendment to this administrative
regulation: N/A

(c) How the amendment conforms to the content of the author-
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izing statutes: N/A

(d) How the amendment will assist in the effective administra-
tion of the statutes: N/A

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: Only the businesses having contracts or submitting
bids to provide goods and services to the Commonwealth are af-
fected. If they are not registered for sales and use tax, they will
need to complete an application to obtain a sales and use tax
number for the person applying as well as all affiliates.

(4) Provide an analysis of how the entities identified in question
(3) will be impacted by either the implementation of this administra-
tive regulation, if new or by the change, if it is an amendment, in-
cluding:

(a) List the actions that each of the regulated entities identified
in question (3) will have to take to comply with this administrative
regulation or amendment: Complete registration application if they
are not already registered, file sales and use tax returns and com-
plete a list of their affiliates to verify they are registered as well.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): Unknown. The cost will vary depending on the entity’s size
and current registration status. If they are already registered, there
is nothing in addition to what they are currently doing, i.e. filing
sales and use tax returns. If the person or their affiliates are not
registered, the entity may incur some costs for a preparation of the
subsequent sales and use tax returns.

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): Consistency and timeliness in
compliance with the statutes.

(5) Provide an estimate of how much it will cost the administra-
tive body to implement this administrative regulation:

(a) Initially: $2,000 to create forms and code changes to exist-
ing registration system.

(b) On a continuing basis: Minimal

(6) What is the source of the funding to be used for the imple-
mentation and enforcement of this administrative regulation: De-
partment of Revenue agency funds.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
tion, if new or by the change if it is an amendment: This administra-
tive regulation does not require an increase in fees or funding.

(8) State whether or not this administrative regulation estab-
lished any fees or directly or indirectly increased any fees: This
administrative regulation does not establish or increase any fees
either directly or indirectly.

(9) TIERING: Is tiering applied? Tiering was not applied be-
cause the requirements of this regulation apply to every person
who participates in the bidding process for state contracts for
goods and services.

FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire departments, or school districts) will
be impacted by this administrative regulation? Finance and Admin-
istration Cabinet and the Department of Revenue.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation. 2008 Ky Acts ch. 43, Sec. 1 and KRS Chapter 139.

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of a state or local government agency
(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect.

(&) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? Estimated to
generate an additional $500,000 to general fund.

(b) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for subsequent years? Un-

known, but estimated to be $500,000 annually, based on similar
regulations in other states.

(c) How much will it cost to administer this program for the first
year? No increase over current funding levels.

(d) How much will it cost to administer this program for subse-
guent years? No increase over current funding levels.

Note: If specific dollar estimates cannot be determined, provide
a brief narrative to explain the fiscal impact of the administrative
regulation.

Revenues (+/-):

Expenditures (+/-):

Other Explanation:

STATEMENT OF EMERGENCY
307 KAR 1:050E

The Cabinet for Economic Development is promulgating this
administrative regulation to meet its obligations pursuant to HB 611
of the 2008 Regular Session of the General Assembly codified at
KRS 154.30. The Act became effective July 15, 2008. KRS 154.30
states that the Kentucky Economic Development Finance Authority
(the Authority) shall establish standards and requirements for the
application process through promulgation of administrative regula-
tions in accordance with KRS Chapter 13A. It is crucial that the
Commonwealth put this process in place immediately because
decisions are being made by potential applicants for these incen-
tives that could impact the Commonwealth. Other states are com-
peting for these applicants and time is of the essence in making
the application process available. An ordinary administrative regu-
lation is not sufficient because it will delay the processing of appli-
cations and awarding of incentives. This emergency administrative
regulation shall be replaced by an ordinary administrative regula-
tion.

STEVE BESHEAR, Governor
JOHN HINDMAN, Secretary

CABINET FOR ECONOMIC DEVELOPMENT
Kentucky Economic Development Finance Authority
(New Emergency Administrative Regulation)

307 KAR 1:050E. Application process for Tax Increment
Financing.

RELATES TO: KRS Chapter 154, Subchapter 30 and KRS
154.20-033.

STATUTORY AUTHORITY: KRS 154.30-030(2)(b) and KRS
154.20-033.

EFFECTIVE DATE: July 21, 2008

NECESSITY, FUNCTION AND CONFORMITY: KRS 154.30-
030 requires the Kentucky Economic Development Finance Au-
thority to establish additional standards and requirements for the
application process for Tax Increment Financing. KRS 154.20-033
authorizes the Kentucky Economic Development Finance Authority
to impose fees in conjunction with the application process. This
administrative regulation clarifies the application process, identifies
the information required for purposes of application, and clarifies
the steps that shall be taken by the authority and the applicant
between preliminary approval and final approval.

Section 1. Definitions. (1) "Agency" is defined by KRS 154.30-
010(2).

(2) "Agreement" means a "tax incentive agreement” as defined
by KRS 154.30-010(29).

(3) "Application" means the form "Application for Tax Increment
Financing (TIF)".

(4) "Authority" is defined by KRS 154.30-010(5).

(5) "Capital Investment" is defined by KRS 154.30-010(6).

(6) "City" is defined by KRS 154.30-010.

(7)." County" is defined by KRS 154.30-010(10).

(8) "Development area" is defined by KRS 154.30-010(13).

(9) "Incentives" means the state tax revenues as defined in
KRS 154.30-010(28) that may be pledged by the authority under
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the specific tax increment financing participation program for which
an applicant has applied.
(10) "Project" is defined by KRS 154.30-010(25).

Section 2. Application. A city, county or agency applying for
incentives pursuant to KRS 154.30 shall submit an application to
the Department of Financial Incentives within the Cabinet for Eco-
nomic Development at the Old Capitol Annex, 300 West Broadway,
Frankfort, Kentucky 40601. Applications may be submitted by elec-
tronic mail, by mail or by hand delivery. If an application is submit-
ted by electronic mail, the signature pages relevant to that applica-
tion must be submitted by mail in the original hard copy. The au-
thority shall not accept electronic signatures.

Section 3. Local Certification. The governing body of the city,
county, or agency submitting the application shall include with its
submission to the authority the determinations, findings, and data
required by KRS 65.7049(3) and (4).

Section 4. Application Supplements. In addition to the infor-
mation required by KRS 154.30-030, the applicant shall provide:

(1) All information required by the "Application for Tax Incre-
ment Financing Program (TIF)", which is incorporated herein by
reference.

(2) An application fee in the amount of $1,000.

(3) Copies of any grant or loan applications, agreements, con-
tracts or other documentation related to financing of the project
shall be provided upon request of the authority.

Section 5. Preliminary Approval. If, based upon the application
itself and other information submitted to or requested by the au-
thority, it appears that the minimum requirements for any of the
Tax Increment Financing Programs involving state participation are
likely to be met, the staff shall make a recommendation to the au-
thority and submit the project for preliminary approval. If the au-
thority staff cannot confirm the minimum requirements, a letter
shall be sent to the applicant identifying the specific requirements
which have not been met.

Section 6. Use and Costs of Contract Consultant. (1) If the
project receives preliminary approval, and state participation is
requested under KRS 154.30-050 or 154.30-060, the authority
shall contract with an outside consultant with the expertise required
to analyze the project pursuant to KRS 154.30-030. If the applica-
tion requests state participation under 154.30-040, the authority
may contract with an outside consultant to analyze the project if the
authority determines that additional information is necessary.

(2) If the application requests state participation under KRS
154.30-050 or 154.30-060, the he authority shall consult with the
Office of State Budget Director, the contract consultant, and the
Department of Revenue and develop an appropriate analysis that
will meet the requirements of KRS 154.30-030.

(3) Notwithstanding the statutory section under which state
participation is requested, if the authority seeks analysis of a con-
tract consultant:

(a) The contract consultant shall provide an estimate of the
cost of the analysis;

(b) The applicant shall pay to the authority the total estimated
cost of the analysis in advance and shall execute a consultant
payment agreement; and

(c) The authority shall pay the contract consultant from the
consultant funds paid by the applicant to the authority in accord-
ance with the terms and conditions of the consultant payment
agreement.

(6) Any balance of funds remaining after completion and deliv-
ery of the contract consultant’s analysis to the authority shall be
returned to the applicant.

Section 7. Memorandum of Agreement. (1) If the authority
grants preliminary approval of the application, it shall enter into a
Memorandum of Agreement with the applicant which shall include,
but shall not be limited to, the following:

(2) Identification of the footprint of the project. The total maxi-
mum incentive amount preliminarily approved by the authority.

(3) Conditions for final approval, including:

(a) Verification of representations made in the application and
other documents submitted in association with the application; and

(b) Payment for all professional services that may result from
the application including legal fees and expenses of counsel to the
authority pursuant to KRS 154.20-033.

(4) A date by which all statutory and regulatory requirements
for final approval shall have been met and a schedule for periodic
reporting at the discretion of the authority.

(5) Terms and standards for amendment of the Memorandum
of Agreement.

Section 8. Information Sharing. (1) The authority may seek
comments and recommendations from the Office of the State
Budget Director and the Department of Revenue.

(2) Information provided to the authority in conjunction with the
application may be shared with the Office of State Budget Director,
Department of Revenue and any affected local jurisdictions as well
as appropriate experts or contract consultants, and those agen-
cies, experts or contract consultants shall maintain the confidential-
ity of the information provided to the extent that the information is
exempt from disclosure under the Kentucky Open Records Act,
KRS 61.878.

Section 9. Final Approval. Upon final approval of a project by
the authority, the authority and the agency shall enter into an
agreement pursuant to KRS 154.30-070.

Section 10. Payment of Administrative Fees. (1) Upon final
approval and execution of the tax incentive agreement required by
KRS 154.30-070, the applicant shall remit to the authority an ad-
ministrative fee equal to 0.25% of the incentives authorized in the
tax incentive agreement, not to exceed $50,000. This administra-
tive fee is exclusive of any contract consultant fees or legal fees
which may be due.

(2) The applicant shall not be eligible for incentives until the
administrative fee, any consultant payments and all legal fees and
expenses are paid in full.

Section 11. Incorporation by Reference. (1) Application for Tax
Increment Financing (TIF)", July 2008, is incorporated by refer-
ence.

(2) This material may be inspected, copied, or obtained, sub-
ject to applicable copyright law, at the Cabinet for Economic De-
velopment, Department of Financial Incentives, Old Capitol Annex,
300 West Broadway, Frankfort, Kentucky Monday through Friday,
8 a.m. to 4:30 p.m.

JEAN HALE, Chairman
JOHN E. HINDMAN, Secretary

APPROVED BY AGENCY: July 21, 2008

FILED WITH LRC: July 21, 2008 at 4 p.m.

CONTACT PERSON: Catherine C. Staib, Assistant General
Counsel, Cabinet for Economic Development, Old Capital Annex,
300 West Broadway, Frankfort, Kentucky 40601, phone (502) 564-
7670, fax (502) 564-1535.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact person: Catherine C. Staib,

(1) Provide a brief summary of:

(@) What this administrative regulation does: This regulation
provides clarification of the application process and the applicable
steps for preliminary and final approval of Tax Increment Financing
as required by KRS 154.30-030.

(b) The necessity of this administrative regulation: This regula-
tion will provide guidance for those applying for approval of Tax
Increment Financing.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 154.30-030 directs the Kentucky
Economic Development Finance Authority (the Authority) to prom-
ulgate a regulation for this purpose.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This regulation
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is required by statute and will streamline the application process.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: N/A

(b) The necessity of the amendment to this administrative
regulation: N/A

(c) How the amendment conforms to the content of the author-
izing statutes: N/A

(d) How the amendment will assist in the effective administra-
tion of the statutes: N/A

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: Cities, counties and other eligible agencies consid-
ering Tax Increment Financing as a source of funding development
in the Commonwealth will have clear instructions for applying for
applicable state incentives.

(4) Provide an analysis of how the entities identified in question
(3) will be impacted by either the implementation of this administra-
tive regulation, if new or by the change, if it is an amendment, in-
cluding:

(a) List the actions that each of the regulated entities identified
in question (3) will have to take to comply with this administrative
regulation or amendment: This regulation sets forth the application
and fee requirements and sets forth supplemental information that
will be required as part of the application. Therefore, the applicant
will have to follow the steps of the application process, provide the
supplemental documentation required, and pay the fee in order to
qualify for submission to the Authority for consideration of approv-
al.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): There is an application fee of $1,000 and an administrative
fee for projects that receive final approval that will vary based on
the size of the project. The fee is 0.25% of the incentives awarded
not to exceed $50,000. Also, expert or contract consultant analysis
of the proposed project may be necessary and costs of any con-
tract consultant are to be paid by the applicant pursuant to KRS
154.30.030 as well as legal fees and expenses.

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): If the applicant project is ap-
proved, the incentive amount approved will vary depending on
investment in the Commonwealth and tax revenue generated in the
development area, but the inducements awarded will likely be sig-
nificant relative to the size of the project.

(5) Provide an estimate of how much it will cost the administra-
tive body to implement this administrative regulation:

(a) Initially: The Cabinet has developed forms and processes
and will be training existing personnel to administer the new pro-
gram generally. At this time the implementation alone requires
significant personnel time, but no cash expense.

(b) On a continuing basis: There will be administrative cost
related to processing of the application for inducements and moni-
toring of the projects after they are approved to confirm continuing
eligibility under the program, but the cost is unknown at this time.

(6) What is the source of the funding to be used for the imple-
mentation and enforcement of this administrative regulation: The
application and administrative fee will provide some financial sup-
port, but general administration will have to be covered by existing
operating funds from the general fund budget.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
tion, if new, or by the change if it is an amendment: Yes. See ex-
planation in (4)(b) above.

(8) State whether or not this administrative regulation estab-
lishes any fees or directly of indirectly increases any fees: Yes.
Please see (4)(b).

(9) TIERING: Is tiering applied? Tiering is used to the extent
that the amount of the administrative fee is related to the amount of
incentives awarded to the applicant. The fee is a percentage of
total incentive awarded, so that smaller projects will pay less than
larger ones.

FISCAL NOTE ON STATE OF LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire department, or school districts) will
be impacted by this administrative regulation? The local govern-
ment will be forfeiting some of its own tax base as well as state tax
base, but will only be waiving new revenues it would not have had
generated but for the development.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation: KRS Chapter 154.

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of state or local government agency
(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect.

(a) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? Unknown

(b) How much revenue will this administrative regulation gen-
erate for the state of local government (including cities, counties,
fire departments, or school districts) for subsequent years? Un-
known

(c) How much will it cost to administer this program for the first
year? Cost will depend on the number of applications and com-
plexity of projects submitted.

(d) How much will it cost to administer this program for subse-
guent years? Cost will depend on the number of applications and
complexity of projects submitted.

STATEMENT OF EMERGENCY
806 KAR 2:092E

This emergency administrative regulation is necessary to im-
plement the provisions of HB 524, Section 7 enacted during the
2008 Regular Session and codified at KRS 91A.0810. The legisla-
tion requires insurers to notify current policyholders before Decem-
ber 31, 2008 of their rights under HB 524. Additionally, the legisla-
tion requires insurers to disclose local government taxes on re-
newal certificates or billings effective December 31, 2008. Due to
the statutory deadline and the need for insurance companies to
make changes to their administrative processes in order to comply
with the legislation in a timely manner, the text for the notice and
the process for providing future disclosure of local government
taxes needs to be established through an emergency administra-
tive regulation as an ordinary administrative regulation could not be
effective prior to the statutory deadline. This emergency adminis-
trative regulation shall be replaced by an ordinary administrative
regulation. The ordinary administrative regulation was filed with the
Regulations Compiler on August 14, 2008. The ordinary adminis-
trative regulation is identical to this emergency administrative regu-
lation.

STEVEN L. BESHEAR, Governor
ROBERT D. VANCE, Secretary
SHARON P. CLARK, Commissioner

PUBLIC PROTECTION CABINET
Department of Insurance
Consumer Protection and Education Division
(New Emergency Administrative Regulation)

806 KAR 2:092E. Disclosure of local government taxes.

RELATES TO: KRS 91A.080, 91A.0810, 304.3

STATUTORY AUTHORITY: KRS 91A.0810(2)

EFFECTIVE DATE: August 14, 2008

NECESSITY, FUNCTION, AND CONFORMITY: EO 2008-507,
signed June 6, 2008, and effective June 16, 2008, created the
Department of Insurance, headed by the Commissioner of Insur-
ance. KRS 91A.0810(2) requires an insurance company to notify
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each current policyholder of their rights regarding payment of local
government taxes and further requires the Kentucky Office of In-
surance to promulgate an administrative regulation setting forth the
text of that notice. This administrative regulation prescribes the text
to be used by insurance companies when notifying their current
policyholders of the payment for local government taxes and the
process for appealing a payment. This administrative regulation
also sets minimum standards for the future disclosure of local gov-
ernment taxes to policyholders.

Section 1. Definitions. (1) "Collection fee" means the fee estab-
lished in KRS 91A.080(4).

(2) "Insurance company" means an entity holding a certificate
of authority in accordance with KRS 304.3.

(3) "Local government tax" or "tax" means the license fee or
tax imposed by a local government in accordance with KRS
91A.080 and does not include the collection fee.

Section 2. Notice to Current Policyholders. (1) Before Decem-
ber 31, 2008, an insurance company shall provide each policy-
holder who has a policy in effect on July 15, 2008, with a one (1)
time notice that states, "Your insurance premium may be subject to
a license fee or tax imposed by your local government. The
amount of the fee or tax is determined by the local government
where the insured risk is located. The tax and any collection fee, if
included in the charges to you, will be shown on all future renewal
certificates or premium billings for your policy. If you believe that
you have been erroneously charged or have been overcharged the
tax, you may contact us for information on how to request a refund
or credit for the tax paid."

(2) If a policyholder is insured under more than one (1) policy
with an insurance company, the insurance company may send one
(1) notice to the policyholder to satisfy the requirements of subsec-
tion one (1) of this section.

Section 3. Disclosure of Local Government Tax. (1) On and
after December 31, 2008, an insurance company shall disclose to
the policyholder the amount of local government tax being charged
to the policyholder and the taxing jurisdiction to which the tax is
due.

(2) Disclosure of a local government tax shall not be required if
the insurance company does not charge the tax to the policyholder.

(3) The disclosure shall:

(a) ltemize:

1. The amount of tax and any collection fee charged to the
policyholder for each taxing jurisdiction; and

2. The name or abbreviation clearly identifying each corre-
sponding taxing jurisdiction to which the tax is due; and

(b) Be provided to the policyholder:

1. On the renewal certificate upon renewal of the policy; or

2. On the billing for each period for which premium or addition-
al premium is charged to a policyholder by the insurance company.

(4)(a) If local government tax is owed to multiple taxing jurisdic-
tions, the disclosure required in subsection (3) of this section shall
list separately each taxing jurisdiction to which tax is owed.

(b) If a credit of a city tax is applied to a county tax pursuant to
KRS 91A.080(12), and the result is that no tax is owed to the coun-
ty, the disclosure may include the county in the itemization of tax-
ing jurisdictions required in subsection (3) of this section.

(5) If a collection fee is included in the amount charged to the
policyholder, the disclosure shall state that the amount includes the
tax and a collection fee.

(6)(a) An insurance company may provide the disclosure on a
notice separate from either the renewal certificate or billing if
providing the disclosure on the renewal certificate or billing would
cause the disclosure to be illegible due to type size or other space
considerations.

(b) If the disclosure is provided on a separate notice, the insur-
ance company shall provide the disclosure to the policyholder at
the same time and in the same manner as the insurance company
provides the renewal certificate or billing.

SHARON P. CLARK, Commissioner
ROBERT D. VANCE, Secretary

APPROVED BY AGENCY: August 8, 2008

FILED WITH LRC: August 14, 2008 at 4 p.m.

CONTACT PERSON: DJ Wasson, Kentucky Department of
Insurance, P.O. Box 517, Frankfort, Kentucky 40602, phone (502)
564-0888, fax (502) 564-1453.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: DJ Wasson

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administra-
tive regulation prescribes the text to be used by insurance compa-
nies when notifying their current policyholders of the payment for
local government taxes and the process for appealing a payment.
This administrative regulation also sets minimum standards for the
future disclosure of local government taxes to policyholders.

(b) The necessity of this administrative regulation: This admin-
istrative regulation is necessary to implement HB 524, enacted
during the 2008 Regular Session.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 91A.0810(2) requires the Office of
Insurance to promulgate the text of a one-time disclosure to policy-
holders regarding payment of a local government tax and the poli-
cyholder’s rights under 08 RS HB 524. This administrative regula-
tion establishes the text for that disclosure.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This adminis-
trative regulation provides the text that insurers must provide to
each current policyholder in order to comply with KRS
91A.0810(2). Additionally, it sets forth the minimum standards for
compliance with future disclosure of local government taxes as
required by KRS 91A.0810(1).

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: This is a new regulation.

(b) The necessity of the amendment to this administrative
regulation: This is a new administrative regulation.

(c) How the amendment conforms to the content of the author-
izing statutes: This is a new administrative regulation.

(d) How the amendment will assist in the effective administra-
tion of the statutes: This is a new administrative regulation.

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: This regulation will affect the approximately 1,409
insurance companies that hold a certificate of authority in Kentucky
and are subject to local government taxes.

(4) Provide an assessment of how the above group or groups
will be impacted by either the implementation of this administrative
regulation, if new, or by the change, if it is an amendment, including:

(a) List the actions that each of the regulated entities identified in
question (3) will have to take to comply with this administrative regu-
lation or amendment: Regulated entities will be required to provide a
notice to current policyholders, as set forth in this administrative
regulation, explaining that premiums include charges for local gov-
ernment taxes and providing brief instructions on the process if a
policyholder disagrees with the tax charged. Additionally, regulated
entities will be required to comply with the minimum standards for
future disclosure of local government taxes to policyholders.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): The Department requested information regarding the cost
impact of implementing this regulation from various interested par-
ties. While all who responded agreed that on-going costs will be
minimal, responses regarding initial costs were wide-ranging from
minimal to significant, depending on the ease at which an insurer’s
automated billing or renewal system can be amended.

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): As a result of compliance, regu-
lated entities will provide their policyholders with important infor-
mation about local government taxes which is intended to aid in the
proper collection and remittance of taxes to local governments.
Additionally, regulated entities will be able to comply with the provi-
sions of 08 RS HB 524 in an efficient manner.
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(5) Provide an estimate of how much it will cost to implement
this regulation:

(a) Initially: The cost will be minimal.

(b) On a continuing basis: There should be no additional cost
on a continuing basis.

(6) What is the source of funding to be used for the implemen-
tation and enforcement of this administrative regulation: The budg-
et of the Kentucky Department of Insurance will be used for imple-
mentation and enforcement of this administrative regulation.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
tion, if new, or by the change, if it is an amendment: There will be
no increase in fees or funding necessary to implement this admin-
istrative regulation.

(8) State whether or not this administrative regulation estab-
lishes any fees or directly or indirectly increases any fees: This
administrative regulation does not directly establish any new fees.

(9) TIERING: Is tiering applied? Tiering is not applied because
this regulation applies equally to all insurance companies holding a
certificate of authority in Kentucky and subject to local government
taxes.

FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire departments, or school districts) will
be impacted by this administrative regulation? The Kentucky De-
partment of Insurance as the implementer of the regulation.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation. KRS 91A.0810.

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of a state or local government agency
(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect. This
regulation should be essentially revenue neutral.

(a) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? This regula-
tion should be essentially revenue neutral.

(b) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for subsequent years? This
regulation should remain essentially revenue neutral.

(c) How much will it cost to administer this program for the first
year? This regulation should be essentially revenue neutral.

(d) How much will it cost to administer this program for subse-
quent years? This regulation should remain essentially revenue
neutral.

Note: If specific dollar estimates cannot be determined, provide
a brief narrative to explain the fiscal impact of the administrative
regulation.

Revenues (+/-):

Expenditures (+/-):

Other Explanation:

STATEMENT OF EMERGENCY
806 KAR 15:080E

This emergency administrative regulation is necessary to im-
plement the provisions of HB 179, enacted during the 2008 Regu-
lar Session and codified at KRS 304.15-175. The legislation re-
quires insurers to notify the Department of Insurance within thirty
(30) days after completion of all policy payments for a life insur-
ance policy. Because the HB 179 becomes effective on July 15,
2008, and there is no implementation period within the legislation,
an insurer could be required to provide notice of a paid-up policy
by August 15, 2008. Due to this short implementation timeframe,
the process for submitting notifications needs to be established
through an emergency administrative regulation as an ordinary

administrative regulation could not be effective prior to the first
notification period. The law also requires the Department of Insur-
ance to maintain the notices in a manner to facilitate responses to
policyholder inquiries. Pursuant to 806 KAR 3:210, disclosure of
the information within the notice is limited as it is nonpublic per-
sonal information. Therefore, in order to ensure that an individual is
not harmed by the inadvertent release of nonpublic personal infor-
mation, a process for submitting and responding to requests for
information on paid-up policies needs to be established. Because
the law becomes effective July 15, 2008, and because an ordinary
administrative regulation could not be effective by that time, the
process for submitting and responding to policyholder inquiries
needs to be established by an emergency administrative regula-
tion. This emergency administrative regulation shall be replaced by
an ordinary administrative regulation. The ordinary administrative
regulation was filed with the Regulations Compiler on August 14,
2008. The ordinary administrative regulation is identical to this
emergency administrative regulation.

STEVEN L. BESHEAR, Governor
ROBERT D.VANCE, Secretary
SHARON P. CLARK, Commissioner

PUBLIC PROTECTION CABINET
Department of Insurance
Life Insurance Division
(New Emergency Administrative Regulation)

806 KAR 15:080E. Paid-up life insurance policies.

RELATES TO: KRS 304.15-175

STATUTORY AUTHORITY: KRS 304.2-110(1)

EFFECTIVE: August 14, 2008

NECESSITY, FUNCTION, AND CONFORMITY: EO 2008-507,
signed June 6, 2008, and effective June 16, 2008, created the
Department of Insurance headed by a Commissioner. KRS 304.2-
110(1) authorizes the Executive Director of the Office of Insurance
to promulgate administrative regulations necessary for or as an aid
to the effectuation of any provision of the Kentucky Insurance
Code, KRS 304.1-010 through 304.99-152. This administrative
regulation establishes standards for the submission of a notice of a
paid-up life insurance policy by an insurer to the Department of
Insurance. This administrative regulation also establishes the pro-
cess for requesting information regarding a paid-up life insurance

policy.

Section 1. Definitions. (1) "Commissioner" means the commis-
sioner of the Department of Insurance.

(2) "Department" means the Department of Insurance.

(3) "Paid-up policy" means a whole life insurance policy under
which all premiums have already been paid, with no further premi-
um payment due, including a life insurance policy where the policy
is in the reduced paid-up nonforfeiture option.

(4) "Universal life insurance" means a life insurance policy in
which separately identified interest credits, other than in connection
with dividend accumulations, premium deposit funds, or other sup-
plementary accounts, and mortality and expense charges are
made to the policy;

(5) "Variable life insurance" means a life insurance policy un-
der which the death benefits and cash values vary in accordance
with unit values of investments held in a separate account.

Section 2. Exemptions. This administrative regulation shall not
apply to:

(1) Annuities;

(2) Credit life insurance;

(3) Group life insurance;

(4) Term life insurance;

(5) Universal life insurance; and

(6) Variable life insurance.

Section 3. Timeframe for Submission of Notice. Beginning
August 30, 2008, and monthly thereafter, insurers shall provide
notice to the Department, in accordance with Sections 4 and 5 of
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this administrative regulation, of all paid-up policies issued in Ken-
tucky within thirty (30) days of completion of all policy payments.

Section 4. Methods of Filing. (1) Notice of a paid-up policy shall
be submitted by an insurer to the Department electronically through:

(@) eServices via the department's Web site,
http://insurance.ky.gov; or

(b) A file transfer protocol, incorporating the information includ-
ed in Section 5 of this administrative regulation.

(2) To utilize the option of submitting notice through a file trans-
fer protocol, an insurer shall send a written letter to the department
requesting to initiate this service.

Section 5. Information required on the Notice. (1) The following
information regarding a paid-up policy shall be submitted to the
department by an insurer:

(a) The insurer’s identification number assigned by the Nation-
al Association of Insurance Commissioners;

(b) The name of the policyholder;

(c) The last known address of the policyholder;

(d) The policy number;

(e) The date the policy was paid up;

(f) The name of the insured; and

(g) The insured’s date of birth.

(2) The following information regarding a paid-up policy may be
submitted to the department by an insurer:

(a) The policyholder’s Social Security number;

(b) The policyholder’s date of birth;

(c) The name of all of the beneficiaries named; and

(d) The relationship of the beneficiary to the policyholder.

Section 6. Request of Policy Information Requirements. (1) A
request for information on a paid-up policy shall be made by sub-
mitting a Request for Paid-Up Policy Information, PUL-1, in writing
to the Department. The request shall be made by one of the follow-
ing individuals:

(a) The policyholder;

(b) The beneficiary; or

(c) An individual with legal authority to obtain insurance-related
information on the insured.

(2) The written request shall include the following documenta-
tion:

(a) If the insured is deceased,

1. A certified copy of the death certificate for the insured; and

2.a. Documentation identifying the requestor as a policyholder
or beneficiary under the paid-up policy; or

b. A court order permitting the requestor to obtain insurance-
related information on the insured.

(b) If the insured is not deceased,

1. Documentation identifying the requestor as the policyholder;
or

2. A copy of the power of attorney allowing the requestor to
obtain insurance-related information regarding the insured.

Section 7. Incorporated by Reference. (1) "Request for Paid-Up
Palicy Information, PUL-1", 7/2008, is incorporated by reference.

(2) This material may be inspected, copied, or obtained, sub-
ject to applicable copyright law, at the Department of Insurance,
215 West Main Street, Frankfort, Kentucky 40601, Monday through
Friday, 8 a.m. to 4:30 p.m. Forms may also be obtained on the
Department’s internet Web site at: http://insurance.ky.gov

SHARON P. CLARK, Commissioner
ROBERT D. VANCE, Secretary

APPROVED BY AGENCY: August 11, 2008

FILED WITH LRC: August 14, 2008 at 4 p.m.

CONTACT PERSON: DJ Wasson, Kentucky Department of
Insurance, P. O. Box 517, Frankfort, Kentucky 40602, phone (502)
564-0888, fax (502) 564-1453.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: DJ Wasson
(1) Provide a brief summary of:

(a) What this administrative regulation does: This administra-
tive regulation establishes standards for the submission of a notice
of a paid-up life insurance policy by an insurer to the Department of
Insurance. This administrative regulation also establishes the pro-
cess for requesting information regarding a paid-up life insurance
policy.

(b) The necessity of this administrative regulation: This admin-
istrative regulation is necessary to implement HB 179, enacted
during the 2008 Regular Session.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 304.2-110 authorizes the Com-
missioner of the Department of Insurance to make reasonable
rules and regulations necessary for the effectuation of any provi-
sion of the Kentucky Insurance Code. This administrative regula-
tion establishes the procedure for submitting a notice of a paid-up
policy to the Department, as required by 2008 RS HB 179 and
establishes the procedure for requesting information about a paid-
up policy.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This adminis-
trative regulation clarifies the term, "paid-up policy", establishes an
electronic method to submit notice of a paid-up policy, and includes
safeguards for ensuring that only authorized individuals are able to
obtain information about a paid-up policy, as this information is
protected under other administrative regulations and federal law.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: This is a new regulation.

(b) The necessity of the amendment to this administrative
regulation: This is a new administrative regulation.

(c) How the amendment conforms to the content of the author-
izing statutes: This is a new administrative regulation.

(d) How the amendment will assist in the effective administra-
tion of the statutes: This is a new administrative regulation.

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: This regulation will affect the approximately 520
insurers that are licensed to offer life insurance in Kentucky, and
individuals wanting information about paid-up policies.

(4) Provide an assessment of how the above group or groups
will be impacted by either the implementation of this administrative
regulation, if new, or by the change, if it is an amendment, including:

(a) List the actions that each of the regulated entities identified
in question (3) will have to take to comply with this administrative
regulation or amendment: Regulated entities will be required to
submit notice of a paid-up policy to the Department of Insurance
through an electronic means either through the Department’s se-
cure Web site or through a file transfer protocol. Individuals re-
guesting information about a paid-up policy must provide docu-
mentation of a specified relationship with the insured in order to
obtain otherwise private information.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): We requested that the industry provide us with information
on the cost impact of this regulation. The Department of Insurance
has not received a response to its request.

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): As a result of compliance, individ-
uals will be able to obtain information about misplaced or trans-
ferred life insurance policies and be able to utilize this asset. Regu-
lated entities will be able to comply with the provisions of 2008 RS
HB 179 in an efficient manner.

(5) Provide an estimate of how much it will cost to implement
this regulation:

(a) Initially: The cost will be minimal.

(b) On a continuing basis: There should be no additional cost
on a continuing basis.

(6) What is the source of funding to be used for the implemen-
tation and enforcement of this administrative regulation: The budg-
et of the Kentucky Department of Insurance will be used for imple-
mentation and enforcement of this administrative regulation.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
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tion, if new, or by the change, if it is an amendment: There will be
no increase in fees or funding necessary to implement this admin-
istrative regulation.

(8) State whether or not this administrative regulation estab-
lishes any fees or directly or indirectly increases any fees: This
administrative regulation does not directly establish any new fees.

(9) TIERING: Is tiering applied? Tiering is not applied because
this regulation applies equally to all insurance companies offering
life insurance in Kentucky.

FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire departments, or school districts) will
be impacted by this administrative regulation? The Kentucky De-
partment of Insurance as the implementer of the regulation.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation. KRS 304.2-110

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of a state or local government agency
(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect. This
regulation should be essentially revenue neutral.

(a) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? This regula-
tion should be essentially revenue neutral.

(b) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for subsequent years? This
regulation should remain essentially revenue neutral.

(c) How much will it cost to administer this program for the first
year? This regulation should be essentially revenue neutral.

(d) How much will it cost to administer this program for subse-
quent years? This regulation should remain essentially revenue
neutral.

Note: If specific dollar estimates cannot be determined, provide
a brief narrative to explain the fiscal impact of the administrative
regulation.

Revenues (+/-):

Expenditures (+/-):

Other Explanation:

STATEMENT OF EMERGENCY
806 KAR 17:540E

This emergency administrative regulation is necessary to im-
plement the provisions of HB 406 Section Xll enacted during the
2008 Regular Session. The legislation continues the Insurance
Coverage Affordability and Relief to Small Employers (ICARE)
Program that was originally created in the 2006-08 biennial budget
bill, 2006 RS HB 380. As 2008 RS HB 406 is emergency legislation
that became effective upon its signing. With the signing of 2008 RS
HB 406, the previous statutory authority for the creation of the
ICARE Program expired. Therefore, this administrative regulation
needs to be amended to reference the new statutory authority for
continuation of the ICARE Program. This emergency administrative
regulation shall be replaced by an ordinary administrative regula-
tion. The ordinary administrative regulation was filed with the
Regulations Compiler on June 15 2008. The ordinary administra-
tive regulation is identical to this emergency administrative regula-
tion.

STEVEN L. BESHEAR, Governor
ROBERT D. VANCE, Secretary
JOHN BURKHOLDER, Acting Commissioner

PUBLIC PROTECTION CABINET
Department of Insurance
Division of Kentucky Access
(Emergency Amendment)

806 KAR 17:540E. ICARE Program high-cost conditions.

RELATES TO: 2008 Ky Acts ch. 127, Part XII, secs. 1-8, 12

STATUTORY AUTHORITY KRS 304 2 110(1) 2008 Ky Acts
ch. 127, Part Xll, sec. 2(3)(b)[2006—Ky-Acts—eh—252PartXXH

]

EFFECTIVE DATE: July 15, 2008

NECESSITY, FUNCTION, AND CONFORMITY: EO 2008-507
signed June 6, 2008, and effective June 16, 2008, created the
Department of Insurance, headed by the Commissioner of Insur-
ance. KRS 304.2-110(1) authorizes the Executive Director of In-
surance to promulgate administrative regulations necessary for or
as an aid to the effectuation of any provisions of the Kentucky In-
surance Code as defined in KRS 304.1-010. 2008 Ky Acts ch. 127,
Part XlI, sec 2(3)(b)[:
requires the office to establish by adm|n|strat|ve regulatlon a list of
high-cost conditions for the ICARE Program. This administrative
regulation establishes a list of high-cost conditions representing the
top twenty (20) high-cost conditions in the small group market.

Section 1. Definitions. (1) "Eligible employee" is defined in

2008 Ky Acts ch. 127, Part XllI, sec. 1(3)[2006-Ky-Acts—€h—252;
PartXxt-see—1(3)

-sec—1(3)].

(2) "High-cost condition" is defined in 2008 Ky Acts ch. 127,

Part XIl, sec. 1(5)[

(3) "ICARE Program" means the Insurance Coverage Af‘forda-
bility and Relief to Small Employers Program as established in
2008 Ky Acts ch. 127, Part XlI, sec. 2(1)[2006-Ky Acts—ch—252;
PartXxH-see—2(1)].

Section 2. List of High-Cost Conditions. An ICARE Program
high-cost condition shall:

(1) Be diagnosed or treated by a health care provider legally
authorized to diagnose the condition within the past five (5) years
and documented in the medical record of an eligible employee; and

(2) Include one (1) of the following medical conditions:

(a) Anoxic brain injury, which shall be limited to anoxic brain
injury associated with:

1. Drowning and nonfatal submersion; or

2. Intrauterine hypoxia and birth asphyxia;

(b) Ascites;

(c) Back disorder, which shall be limited to:

1. Lumbar or Lumbosacral disc degeneration; or

2. Lumbar disc displacement;

(d) Brain tumor;

(e) Burn, which shall be limited to full-thickness skin loss in-
volving ten (10) percent or more of body surface;

(f) Cancer, which shall be limited to:

. Ewing’s sarcoma;

. Hodgkin’s disease;

. Leukemia;

. Lymphoid leukemia;

. Malignant neoplasm of breast;
. Metastatic cancer;

. Myeloid leukemia; or

. Primary cancer;

(g) Cirrhosis of the liver;

(h) Endocrine disorder, which shall be limited to:

1. Insulin dependent diabetes mellitus; or

2. Enzyme deficiency disorder which shall be limited to inborn
errors of metabolism[an-irherited-metabelic-disease-as-established
-KRS-205:560(1)(€)];

(i) Heart condition, which shall be limited to:

1. Acute myocardial infarction;

2. Angina pectoris;

3. Cardiac valve disorder;

4. Cardiomyopathy;

5. Congenital cardiac anomaly;

O~NO U WN =
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6. Coronary insufficiency;

7. Coronary occlusion;

8. Heart failure;

9. Injury to heart or lung;

10. Ischemic heart disease;

11. Pulmonary atresia;

12. Pulmonary hypertension; or

13. Status post open-heart surgery;

() Hemophilia,

(k) Hypersomnia with sleep apnea;

(I) Lung condition, which shall be limited to:
1. Chronic airway obstruction;

2. Disease of the lung; or

3. Post inflammatory pulmonary fibrosis;
(m) Kidney condition, which shall be limited to:
1. Chronic renal failure;

2. End stage renal disease; or

3. Polycystic kidney;

(n) Morbid obesity;

(o)Multiple sclerosis;

(p) Organ or tissue replaced by transplant;
(q) Psychotic disorder;

(r) Rhabdomyolysis;

(s) Stroke; or

(t) Trauma, which shall be limited to:

1. Fracture or complete lesion of cord; or
2. Multiple trauma.

JOHN BURKHOLDER, Acting Commissioner
ROBERT VANCE, Secretary

APPROVED BY AGENCY: July 2, 2008

FILED WITH LRC: July 15, 2008 at 4 p.m.

CONTACT PERSON: DJ Wasson, Kentucky Department of
Insurance, P. O. Box 517, Frankfort, Kentucky 40602, phone (502)
564-0888, fax (502) 564-1453.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: DJ Wasson

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administra-
tive regulation establishes the list of high-cost medical conditions
for the ICARE Program.

(b) The necessity of this administrative regulation: This admin-
istrative regulation is necessary to establish a list of 20 high-cost
conditions that will be used to qualify an eligible small business
employer for an ICARE Program health care incentive payment if
the employer has an eligible employee who has been diagnosed
with or treated for 1 of the high-cost conditions within 5 years.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 304.2-110 authorizes the Com-
missioner of the Department of Insurance to make reasonable
rules and regulations necessary for the effectuation of any provi-
sion of the Kentucky Insurance Code. HB 406, Section XIl contin-
ues the ICARE Program as a pilot program for the next two fiscal
years and requires the Department to establish a list of high-cost
conditions for the ICARE Program. This administrative regulation
establishes a list of high-cost conditions for the ICRE Program
based on information received from ICARE Program participating
insurers offering health benefit plans in the small group market.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This adminis-
trative regulation provides the list of ICARE Program high-cost
conditions.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: This amendment will update statutory references and
agency names.

(b) The necessity of the amendment to this administrative
regulation: This amendment is necessary to reference the appro-
priate statutory authority for the ICARE Program, which was re-
established in HB 406, Part XII, during the 2008 Regular Session.
This amendment is also necessary to update agency names as a

result of the reorganization effective with Executive Order 2008-
507.

(c) How the amendment conforms to the content of the author-
izing statutes: KRS 304.2-110 authorizes the Commissioner of the
Department of Insurance to make reasonable rules and regulations
necessary for the effectuation of any provision of the Kentucky
Insurance Code. HB 406, Section XII continues the ICARE Pro-
gram as a pilot program for the next two fiscal years and requires
the Department to establish by administrative regulation eligibility
requirements for employers and employees to qualify for the
ICARE Program. This administrative regulation establishes the
application, appeal process, annual review, health care incentive
payment procedures, and eligibility criteria for employers in the
ICARE Program.

(d) How the amendment will assist in the effective administra-
tion of the statutes: The amendment will primarily provide the cor-
rect references to the statutory authority for the ICARE Program.

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: The amendments to this existing administrative
regulation are technical in nature and should not impact the ICARE
applicants, members or the health insurance agents assisting in
the application process.

(4) Provide an assessment of how the above group or groups
will be impacted by either the implementation of this administrative
regulation, if new, or by the change, if it is an amendment, includ-
ing:

(a) List the actions that each of the regulated entities identified
in question (3) will have to take to comply with this administrative
regulation or amendment: These amendments are technical in
nature and do not require implementation by regulated entities.

(b) In complying with this administrative regulation or amend-
ment, how much will it cost each of the entities identified in ques-
tion (3): These amendments are technical in nature and will not
have a cost impact.

(c) As a result of compliance, what benefits will accrue to the
entities identified in question (3): These amendments are technical
in nature and will not require specific compliance.

(5) Provide an estimate of how much it will cost to implement
this regulation:

(a) Initially: There will be no cost to implement this regulation.

(b) On a continuing basis: There should be no additional cost
on a continuing basis.

(6) What is the source of funding to be used for the implemen-
tation and enforcement of this administrative regulation: If any
costs arise, the budget of the Kentucky Department of Insurance
will be used for implementation and enforcement of this administra-
tive regulation.

(7) Provide an assessment of whether an increase in fees or
funding will be necessary to implement this administrative regula-
tion, if new, or by the change, if it is an amendment. There will be
no increase in fees or funding necessary to implement this admin-
istrative regulation.

(8) State whether or not this administrative regulation estab-
lishes any fees or directly or indirectly increases any fees: This
administrative regulation does not directly establish any new fees.

(9) TIERING: Is tiering applied? Tiering is not applied because
this regulation applies equally to all insurance companies offering
life insurance in Kentucky.

FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

1. Does this administrative regulation relate to any program,
service, or requirements of a state or local government (including
cities, counties, fire departments, or school districts)? Yes

2. What units, parts or divisions of state or local government
(including cities, counties, fire departments, or school districts) will
be impacted by this administrative regulation? The Kentucky De-
partment of Insurance as the implementer of the regulation.

3. Identify each state or federal statute or federal regulation
that requires or authorizes the action taken by the administrative
regulation. KRS 304.2-110, 2008 Ky Acts ch. 127, Part XII, secs. 1-
8,12

4. Estimate the effect of this administrative regulation on the
expenditures and revenues of a state or local government agency
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(including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect. This
regulation should be essentially revenue neutral.

(a) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for the first year? This regula-
tion should be essentially revenue neutral.

(b) How much revenue will this administrative regulation gen-
erate for the state or local government (including cities, counties,
fire departments, or school districts) for subsequent years? This
regulation should remain essentially revenue neutral.

(c) How much will it cost to administer this program for the first
year? This regulation should be essentially revenue neutral.

(d) How much will it cost to administer this program for subse-
quent years? This regulation should remain essentially revenue
neutral.

Note: If specific dollar estimates cannot be determined, provide
a brief narrative to explain the fiscal impact of the administrative
regulation.

Revenues (+/-):

Expenditures (+/-):

Other Explanation:

STATEMENT OF EMERGENCY
806 KAR 17:545E

This emergency administrative regulation is necessary to im-
plement the provisions of HB 406 Section XIl enacted during the
2008 Regular Session. The legislation continues the Insurance
Coverage Affordability and Relief to Small Employers (ICARE)
Program that was originally created in the 2006-08 biennial budget
bill, 2006 RS HB 380. As 2008 RS HB 406 is emergency legislation
that became effective upon its signing. With the signing of 2008 RS
HB 406, the previous statutory authority for the creation of the
ICARE Program expired. Therefore, this administrative regulation
needs to be amended to reference the new statutory authority for
continuation of the ICARE Program. This emergency administrative
regulation shall be replaced by an ordinary administrative regula-
tion. The ordinary administrative regulation was filed with the
Regulations Compiler on July 15, 2008. The ordinary administra-
tive regulation is identical to this emergency administrative regula-
tion.

STEVEN L. BESHEAR, Governor
ROBERT D. VANCE, Secretary
JOHN BURKHOLDER, Acting Commissioner

PUBLIC PROTECTION CABINET
Department of Insurance
Division of Kentucky Access
(Emergency Amendment)

806 KAR 17:545E. ICARE Program employer eligibility,
application process, and requirements.

RELATES TO: 2008 Ky Acts ch. 127, Part Xll, secs. 1-8,

12[2006-Ky-Actsch-252 Part XXH-secs:1-8,13,22]
STATUTORY AUTHORITY: KRS 304.2-110(1), 2008 Ky Acts
ch. 127, Part XII, secs. 1(2), 1(3), 2(5)[2006-Ky-Acts-ch-—252Part

; : —2(5)]
EFFECTIVE DATE: July 15, 2008
NECESSITY, FUNCTION, AND CONFORMITY: EO 2008-507,

to establish guidelines for determination of preference for employer
groups based upon federal poverty level, eligibility criteria, health
care incentive payment procedures, program participating insurer
and employer reporting requirements, and administrative guide-
lines for the ICARE Program. This administrative regulation estab-
lishes the application, appeal process, annual review, health care
incentive payment procedures, and eligibility criteria for employers
in the ICARE Program.

Section 1. Definitions. (1) "Agent" is defined in KRS 304.9-
020(1).

(2) "Complete ICARE Program application" means the ICARE
Program application, ICARE-APP-1, with all fields completed and
all required attachments, including:

(a) Documentation verifying that the employer group’s average
annual salary is 300% of the federal poverty level or below, which
may include the employer's:

1. Quarterly unemployment tax statement; or

2. Payroll register;

(b) Documentation supporting coverage of the employer group
under a qualified health benefit plan;

(c) A copy of the employer’s application or renewal information
for coverage to the insurer;

(d) Employee ICARE Program high-cost condition certification,
if applicable; and

(e) Any additional attachments, if applicable.

(3) "Department" means the Department of Insurance.

(4) "Eligible employee" is defined in 2008 Ky Acts ch. 127, Part
Xll, sec. 1(3)[2066-Ky-Acts-eh—252Part>0dH—sec—1(3)].

(5)[¢4)] "Eligible employer" is defined in 2008 Ky Acts ch. 127,
Part XII, sec. 1(2) - ; ; - .

(6)[(5)] "Federal poverty level" means a standard of income for
an individual who resides in one (1) of the forty-eight (48) contigu-
ous states which:

(a) Is issued annually by the United States Department of
Health and Human Services;

(b) Is published annually in the Federal Register; and

(c) Accounts for the previous year’s price increases as meas-
ured by the consumer price index.

(N)[¢6)] "Full time employee" means an employee who works at
least twenty-five (25) hours per week.

(8)[(A] "Full time equivalent" means a number that equals the
total hours worked per week by part time employees divided by
twenty-five (25).

(9)[€8)] "Health benefit plan" is defined in KRS 304.17A-
005(22).

(10)[¢9)] "Health care incentive payment" means a payment as
established in 2008 Ky Acts ch. 127, Part Xll, secs. 2(3) and
4(1)[2006-Ky-Acts-eh—252-Part-XXH-sees—2(3}-and-4(1)].

(11)[¢26)] "ICARE Program" means the Insurance Coverage,
Affordability and Relief to Small Employers Program as established

in 2008 Ky Acts ch. 127, Part XIl, sec. 2(1)[2006-Ky-Acts-€h—252;

; - ].
(12)[¢21)] "ICARE Program high-cost condition" means a high-
cost condition as:
(a) Defined in 2008 Ky Acts ch. 127, Part XIl, sec. 1(5)[2066
: ; ; : ]; and
(b) Established in 806 KAR 17:540.
(13)[(22)] "ICARE Program participating employer* means an
eligible employer who is enrolled in the ICARE Program.
(14)[(33)] "ICARE Program participating insurer" is defined in
2008 Ky Acts ch. 127, Part XlI, sec.1(6)[2006-Ky-Aets-ch-252 Part
XX see-1{6)].

signed June 6, 2008, and effective June 16, 2008, created the
Department of Insurance, headed by the Commissioner of Insur-
ance. KRS 304.2-110(1) authorizes the executive director of insur-
ance to promulgate administrative regulations necessary for or as
an aid to the effectuation of any provisions of the Kentucky Insur-
ance Code as defined in KRS 304.1-010. 2008 Ky Acts ch. 127,
Part XIl, sec. 1(2) and (3)[2006-Ky-Acts—eh—252PartXXH-sees:
H2)-and(3)] require the office to establish by administrative regula-
tion eligibility requirements for employers and employees to qualify
for the ICARE Program. 2008 Ky Acts ch. 127, Part Xll, sec.
2(5)[2006-Ky-Acts-ch—252-Part->xXxH-see—2(5)] requires the office

(15)[(44)] "ICARE Program year" means a one (1) year period
of time beginning on an eligible employer’s enroliment date in the
ICARE Program.

(16)[(25)] "Insurer" is defined in KRS 304.17A-005(27). [(16)

(17) "Qualified health benefit plan" is defined in 2008 Ky Acts
ch. 127, Part Xll, sec. 1(8)[2006-Ky-Acts-ch—252Part XX -see:
H8)].

Section 2. Employer Eligibility. (1) To determine the number of
employees of an employer pursuant to 2008 Ky Acts ch. 127, Part
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Xll, sec. 1(2)[2006-Ky-Acts—ch-—252,Part XX -—see—1{2)], the de-
partment[effice] shall consider:

(a) Full time employees; and

(b) Full time equivalents rounded to the nearest whole number.

(2) The average annual salary of the employer group shall not
exceed 300% of the most current federal poverty level for a family
of three (3). To determine the average annual salary of the em-
ployer group pursuant to 2008 Ky Acts ch. 127, Part XIl, sec.
2(4)[2006—Ky—Acts—ch—252—Part XXHL—see—2(4)], the depart-
ment[effice] shall:

(a) Calculate the sum of the annual gross salaries of all eligible
employees, excluding the salary of any employee:

1. With an ownership interest in the business;

2. Who is a Medicare-eligible employee;

3. Who has attained age sixty-five (65); or

4. Who does not meet eligibility requirements for participation
in the employer-sponsored health benefit plan established by the
employer and insurer; and

(b) Divide the sum calculated in paragraph (a) of this subsec-
tion by the total number of employees whose salaries were used in
the calculation established in paragraph (a) of this subsection.

(3) An eligible employer shall pay fifty (50) percent or more of
the average single premium cost of qualified health benefit plan
coverage for each eligible employee.

(4) An eligible employer shall have at least one (1) eligible
employee who is not an owner of the business.

Section 3. Application for Participation in the ICARE Program.
(1) An eligible employer who desires to participate in the ICARE
Program and:

(a) Who has not provided employer-sponsored health benefit
plan coverage to its employees within the previous twelve (12)
months, shall submit a complete ICARE Program application within
120 days of receiving notice of approval for coverage under a qual-
ified health benefit plan;

(b) Who currently provides employer-sponsored health benefit
plan coverage to its employees under a qualified health benefit
plan and has an eligible employee with a diagnosed ICARE high-
cost condition, shall submit a complete ICARE Program application
at any time; or

(c) Who has been terminated from the ICARE Program for any
reason other than material misrepresentation or fraud, shall submit
a complete ICARE Program application no earlier than sixty (60)
days prior to the anniversary of the employer’s initial enroliment in
the ICARE Program.

(2) A Kentucky licensed agent acting on behalf of an ICARE
Program patrticipating insurer shall assist in the submission of an
application for the ICARE Program by:

(a) Verifying that the employer has completed and submitted
all required information to support eligibility for the ICARE Pro-
gram;

(b) Completing section 3 of the ICARE Program application of
the employer; and

(c) If applicable:

1. Collecting employee ICARE Program high-cost condition
certifications from employees, as identified in the ICARE Program
application; and

2. Protecting personal health information as established in
subparagraph 1 of this paragraph pursuant to 806 KAR 3:210
through 806 KAR 3:230.

Section 4. Application Process. (1) Within sixty (60) days of
receiving a complete ICARE Program application, the depart-
ment[effice] shall make a determination of the employer’s eligibility
for the ICARE Program and provide written or electronic notifica-
tion to the employer regarding eligibility.

(2) Within sixty (60) days of receiving an incomplete ICARE
Program application, the department[effice] shall provide the em-
ployer with a written or electronic notification of:

(a) Ineligibility of the employer, if the application includes in-
formation which makes an employer ineligible for the ICARE Pro-
gram; or

(b) Any information that is missing or incomplete.

(3) If an employer receives notification of ineligibility for the

ICARE Program, the employer may submit within thirty (30) days
from the date of the notification a written request to the department
[effice] for reconsideration in accordance with Section 8 of this
administrative regulation.

(4) Upon approval of ICARE Program eligibility by the depart-
ment[effice] under a program eligibility category as established in
2008 Ky Acts 127, Part XII, sec. 2(3)[

], an eligible employer shall not be aIIowed to reap-
ply to the ICARE Program under a different program eligibility cat-

egory.

Section 5. Changes in Application Information. An ICARE Pro-
gram participating employer shall provide written notification of any
change in ICARE Program application information to the depart-
ment[effice] within thirty (30) days of the date of the change.

Section 6. Renewal of ICARE Program Participation. (1) At
least sixty (60) days prior to the ICARE Program year renewal
date, the department[effice] shall send a renewal notification to an
ICARE Program participating employer.

(2) At least thirty (30) days prior to the ICARE Program year
renewal date, an ICARE Program participating employer who de-
sires continued participation in the ICARE Program shall submit to
the departmentfeffice]:

(a) A written request for renewal of ICARE Program participa-
tion; and

(b) Documentation to support eligibility as established in Sec-
tion 2 of this administrative regulation and 2008 Ky Acts ch. 127,

Part XlI, secs. 1 through 8[2006-Ky-Acts-eh—252Part XoXH-sees-

(3) Within thirty (30) days of receiving a request for renewal,
the department[effice] shall make a determination of continued
eligibility for a subsequent ICARE Program year and notify the
ICARE Program participating employer of the determination.

Section 7. Termination of ICARE Program Participation. (1) An
ICARE Program participating employer shall be terminated from
participation in the ICARE Program if:

(a) The department[effice] determines that the employer ceas-
es to meet an eligibility requirement as established in Section 2 of
this administrative regulation or 2008 Ky Acts ch. 127, Part Xll,

secs. 1 through 8[2006-Ky-Acts-ch-—252,-Part XXH—sees—1-through
8]:

1. Upon completion of an annual review for the ICARE Pro-
gram year reviewed; or

2. Upon review of a request for renewal of ICARE Program
Participation;

(b) The employer group’s qualified health benefit plan cover-
age is terminated or not renewed pursuant to 2008 Ky Acts ch.
127, Part XIl, sec. 4(5)[2006-Ky-Actseh-252,-PartxddH-sec—4(5)];

(c) The employer or any employee of the employer group per-
forms an act or practice that constitutes fraud or intentionally mis-
represents a material fact in the ICARE Program application;

(d) The employer requests termination from the ICARE Pro-
gram;

(e) The employer ceases business operations in Kentucky; or

(f) The employer fails to cooperate in an annual review as de-
scribed in Section 10 of this administrative regulation.

(2) Prior to terminating an ICARE Program participating em-
ployer, the department[effice] shall provide written notification to
the employer, which shall include:

(a) The reason for termination as identified in subsection (1) of
this section;

(b) The termination date, which shall be:

1. If terminated for fraud or misrepresentation, the date of the
written notification; or

2. If terminated for a reason other than fraud or misrepresenta-
tion, no less than thirty (30) days from the date of the written notifi-
cation; and

(c) Instructions for filing an appeal if dissatisfied with the termi-
nation.

Section 8. Reconsideration Requests and Appeals. (1) Within
thirty (30) days of receiving notification of a determination of ineli-
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gibility pursuant to Section 4 or 6 of this administrative regulation or
termination by the department[effice] pursuant to Section 7 of this
administrative regulation, an employer may request a reconsidera-
tion of the determination of ineligibility or termination in writing and
shall provide the basis for reconsideration, including any new rele-
vant information.

(2) The department[effice] shall provide written notification of
its determination to the employer within sixty (60) days of receipt of
a request for reconsideration from an employer.

(3) Within sixty (60) days of receiving the department’s[office’s]
determination on reconsideration, the employer may appeal by
filing a written application for an administrative hearing in accord-
ance with KRS 304.2-310.

Section 9. ICARE Program Health Care Incentive Payment. (1)
If confirmation of premium payment by the ICARE Program partici-
pating employer is included in the report required by 806 KAR
17:555, Section 5(4), a health care incentive payment shall be
issued to the employer for each calendar month beginning with the
month of enrollment of the employer in the ICARE Program.

(2) The department[office] shall issue a health care incentive
payment to an ICARE Program participating employer for each
month in accordance with 2008 Ky Acts ch. 127, Part XII, sec.
4(1)[2006Ky-Acts—eh—252Part XXH—see—4(1)] for eligible em-
ployees enrolled in a qualified health benefit plan not to exceed the
number of employees approved as eligible employees by the de-
partment[office] based on the employer’s ICARE Program applica-
tion or ICARE Program renewal.

(3) The total amount of the monthly health care incentive pay-
ment provided to an employer may vary during the ICARE Program
year based upon the number of eligible employees enrolled in the
qualified health benefit plan as reported by the ICARE Program
participating insurer.

(4) If an ICARE Program participating employer is terminated
from the ICARE Program, the employer shall not be eligible for a
monthly health care incentive payment following the effective date
of termination for months remaining after the termination.

(5) If an ICARE Program participating employer is terminated
from the ICARE Program due to fraud or material misrepresenta-
tion, the employer shall refund to the department[effice] all health
care incentive payments received by the employer for the period of
ineligibility determined by the department[effice].

(6) Upon re-enroliment of an employer in the ICARE Program
pursuant to Section 3(1)(c) of this administrative regulation, the
employer shall receive a health care incentive payment amount
that is equal to the health care incentive payment that the employer
would have received at the time of renewal in accordance with
2008 Ky Acts ch. 127, Part XIlI, sec. 4(1) [2006-Ky-Aets—eh—252;
PartXxH-sec—4{1)].

Section 10. Annual Review. The department[effice] may make
or cause to be made an annual review of the books and records of
an ICARE Program participating employer, insurer, or agent to
ensure compliance with:

(1)_2008 Ky Acts ch. 127, Part XIl, secs. 1 through 8[2006-Ky
; ; ; : ], 806 KAR 17:540 and
17:555 and this administrative regulation; and

(2) The representations made by the employer on its applica-
tion for participation in the ICARE Program.

Section 11. Response to Department[Office] Inquiry. If an em-
ployer receives an inquiry from the department[office] relating to
the eligible employer's participation or application in the ICARE
Program, the eligible employer shall respond within fifteen (15)
business days.

Section 12. Incorporation by Reference. (1) "ICARE-APP-1"
7/2008[1FCARE-ARP-1"-9/2007], is incorporated by reference.

(2) This material may be inspected, copied, or obtained, sub-
ject to applicable copyright law, at the Kentucky Department[Office]
of Insurance, 215 West Main Street, Frankfort, Kentucky 40601,
Monday through Friday, 8 a.m. to 4:30 p.m.

(3) Forms may also be obtained on the department[effice] Web
site at http://doi.ppr.ky.gov/kentucky.

JOHN BURKHOLDER, Acting Commissioner
ROBERT VANCE, Secretary

APPROVED BY AGENCY: July 2, 2008

FILED WITH LRC: July 15, 2008 at 4 p.m.

CONTACT PERSON: J Wasson, Kentucky Department of
Insurance, P. O. Box 517, Frankfort, Kentucky 40602, phone (502)
564-0888, fax (502) 564-1453.

REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: DJ Wasson

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administra-
tive regulation establishes the application appeals process, annual
review, health care incentive payment procedures, and the eligibil-
ity criteria for employers wishing to participate in the ICARE Pro-
gram.

(b) The necessity of this administrative regulation: This admin-
istrative regulation is necessary to comply with 2008 RS HB 406,
Part Xl in creating administrative regulations to further clarify and
establish the various process for the ICARE Program.

(c) How this administrative regulation conforms to the content
of the authorizing statutes: KRS 304.2-110 authorizes the Com-
missioner of the Department of Insurance to make reasonable
rules and regulations necessary for the effectuation of any provi-
sion of the Kentucky Insurance Code. HB 406, Section XlI contin-
ues the ICARE Program as a pilot program for the next two fiscal
years and requires the Department to establish by administrative
regulation eligibility requirements for employers and employees to
qualify for the ICARE Program. This administrative regulation es-
tablishes the application, appeal process, annual review, health
care incentive payment procedures, and eligibility criteria for em-
ployers in the ICARE Program.

(d) How this administrative regulation currently assists or will
assist in the effective administration of the statutes: This adminis-
trative regulation assists in the effective administration of the stat-
utes by further establishing eligibility requirements, the ICARE
Program application, application and appeal processes, annual
review and payment of health care incentives.

(2) If this is an amendment to an existing administrative regula-
tion, provide a brief summary of:

(a) How the amendment will change this existing administrative
regulation: This administrative regulation corrects statutory refer-
ences as a result of legislation enacted during the 2008 Regular
Session and agency names as a result of EO 2008-507.

(b) The necessity of the amendment to this administrative
regulation: This amendment is necessary to reference the appro-
priate statutory authority for the ICARE Program, which was re-
established in HB 406, Part Xll, during the 2008 Regular Session.
This amendment is also necessary to update agency names as a
result of the reorganization effective with EO 2008-507.

(c) How the amendment conforms to the content of the author-
izing statutes: KRS 304.2-110 authorizes the Commissioner of the
Department of Insurance to make reasonable rules and regulations
necessary for the effectuation of any provision of the Kentucky
Insurance Code. HB 406, Section XII continues the ICARE Pro-
gram as a pilot program for the next two fiscal years and requires
the Department to establish by administrative regulation eligibility
requirements for employers and employees to qualify for the
ICARE Program. This administrative regulation establishes the
application, appeal process, annual review, health care incentive
payment procedures, and eligibility criteria for employers in the
ICARE Program.

(d) How the amendment will assist in the effective administra-
tion of the statutes: The amendment will primarily provide the cor-
rect references to the statutory authority for the ICARE Program.

(3) List the type and number of individuals, businesses, organi-
zations, or state and local governments affected by this administra-
tive regulation: The amendments to this existing administrative
regulation are technical in nature and should not impact the ICARE
applicants, members or the health insurance agents assisting in
the application process.

(4) Provide an assessment of how the above group or groups
will be impacted by either the implementation of this administrative
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regulation, if new, or by the change, if it is an amendment, includ-
ing:

(a) List the 